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BEFORE THE

SURFACE TRANSPORTATION BOARD

BNSF RAILWAY COMPANY )
ABANDONMENT EXEMPTION )
IN COOK COUNTY, ) (SUB-NO. 482X)
ILLINOIS )
PETITION FOR EXEMPTION

- -BNSF Railway Company ("BNSF") petitions the Surface Transportation Board ("STB"
or "Board") to exempt, under 49 U.S.C. § 10502, from the prior approval requirements of 49

U.S.C. § 10903, BNSF's abandonment of a 2.14-mile rail line located in Cook County, Illinois.

I. PROPOSED TRANSACTION
BNSF proposes to abandon its rail line located befween Station 36 + 70, north of the
Chicago Sanitary and Ship Canal Bridge, and Station 149 + 87, at the end of the track near
Westérn Avenue, in Cook Counfy, Illinois (the "Line").' Tl'leALine traverses U.S. Postal Service
Zip Codes 60608, 60623 and 60632. A map of the Line is attached as Exhibit A.
Based on information in BNSF’s possession, the Line does not contain federally granted
rights of way. Any documentation in BNSF's possession will be made available to those

requesting it. There are no stations on the Line.

! The Line is not mileposted.




II. STATEMENT OF FACTS

A. Background
BNSF pfeviously attempted to the aban(ion the Line in 1999. The Board, however,
' denied BNSEF’s petition for gxemption. STB bocket No. AB-6 (Sub-No. 382X), The Burlington
Norther;n and Santa Fe Railway Company — Abandonment of Chicago Area Trackage in Cook
County, IL (not printed), served September 21, 1999. At that time, there were two active
customers on the Line (Crowh Steel Sales, Inc., and Interﬁational Cellulose, Inc.) that shipped
well over 100 cars a year. Two then former customers, including Pure Asphalt Company (“Pure
Asphalt”), also opposed BNSF’s petition.

~ Subsequently, BNSF leased the Line as well as other adjacent rail lines to Central Illinois
Railroad Company (“CIRY”). See STB Finance Docket No. 33960, Central Illinois Railroad
Company — Lease and Operation Exemptign - Lines of the Burlington Northern and Santa Fe
Railway Company at Chicago, Cook County, IL (not printed), served September 12, 2002. After
the lease was terminated and CIRY went out of business, BNSF resumed service over the Line
on an as‘ needed basis. See STB Docket No. AB 1066 (Sub-No. 2X),'Central lllinois Railroad
Company — Discontinuance of Service Exemption — in Cook County, ILL (not printed), served
August 18, 2010.

B. Revenues and Cost Data
Pure Asphalt has been the only active shipper on the Line in the past five (5) years. Pure

Asﬁhalt’s traffic primarily originates on the Union P#ciﬁc Railroad Company in Texas and is
interchanged to BNSF in Chicago for a reciprocal switch fee. Also, Pure Asphalt’s traffic
volumes‘ have been very low and sporadic. In 1997 and 1998, Pure Asphalt was not using rail

service. More recently, Pure Asphalt received six (6) carloads in 2009, no carloads in 2010, four




(4) carloads in 2011, and no (0) carloads in 20122 During the Base Year,” BNSF earned no
revenues from the Line. BNSF has experienced operating losses since it resumed operations
over the Line due to the low volume of traffic and the fact that BNSF only receives a switch fee
for Pure Asphalt’s traffic.

Attached as Appendix A is the Verified Statement (“V.S.”) of Scott T. Long. As Mr.
Long demonstrates, during the Base Year, BNSF earned no revenues from the Line. Mr. Long
projects that BNSF will generate the same éross revenues in the Forecast Year as BNSF
generated in 2011, Mr. Long has also calculated on-branch and off-branch avoidable cost for the
Forecast Year. No costs are attributed to the Line during the Base Year.

The on-branch avoidable costs utilized by Mr. Long are very conservative. For example,
Mr. Long has included no costs for maintenance of Way and structures in either the Base Year or
Forecast Year. The Board end its predecessor have long recognized the appropriateness of
considering normalized maintenance costs in instances of deferred maintenance. See Chicago
and North Western Transp. Co.' — Abandonment, 366 1.C.C. 373, 377 (1982)(“Normalized
maintenance is the amount needed for economic and efficient operation over the long term *A*
We have, in the past, applied normalized maintenance calculations to actual maintenance figures
and found that costs for normalized maintenance when eompared to actual maintenance
expenditures are indicative of deferred maintenance and are to be given consideration in
determining whether or not the public convenience and necessity permit abandonment of a
line™).

 The Board and its predecessor found as reasonable per-mile normalized maintenance

costs of $10,943 in STB Docket No. AB-33 (Sub-No. 156), Union Pacific Railroad Company —

2 The Line was embargoed on October 28, 2011, because of poor track conditions.
3 The Base Year is the 12-month period ending September 30, 2012.
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Abandonment — In Harris, Fort Bend, Austin, Wharton and Colorado Counties, TX (not printed),
served November 8, 2000; $9,410 in STB Docket No. AB-33 (Sub-No. 261), Union Pacific
: Réilroad Company — Abandonment — In New Madyrid, Scoit, and Stoddard Counties, MO (not
printéd), served June 17, 2009; $6,957 in STB Docket Nq. AB-564 Cd_mas Prairie Railnet, Inc. -
- Abandonment — In Lewis, Néz Perce, and Idaho Counties, ID (not printed), sel;ved September 13,
2000; $6,029 in STB Docket No. AB-441 (Sub-No. 2X), SWKR Operating Co. — Abandonment
Exemption in Cochise County, AZ (not printed), served February 14, 1997, slip op. at 5 (“We
know from extensive experience that $6,000 per mile/per year is a reasonable figure for
maintenance by a Class 111 railroad.”).*
In addition, Mr. Long has not included property taxes even though the real estate
associated with the Line is valued at $3,330,000.
As long as BNSF receives only a reciprocal switcH charge for traffic moving over the
Line, the Line will reméin hopelessly unproﬁtable. Indeed, the more traffic that moves over the
Line the more opérating losses BNSF will‘ incur. In 2011, BNSF generated an average of $195
in reveﬁues per car movéd to the Line. As calculated by Mr. Long, the average avoidable cost
per car during the Forecast Year is $899. Consequently, should Pure Asphalt tender BNSF 100
cars at some future date, BNSF would experience an opérating loss of $89,900 ($899 X 100 =
(889,900).
C. Condition of the Line and Net Liquidation Valﬁe
Attached as Appendix B is the V.S. of Arthur M. Charrow. Attached as Exhibit 1 to Mr.

Charrow’s V.S. are several photographs of the portion of the Line used to serve Pure Asphalt

* The Board made that finding in 1997. Since then, rail line maintenance costs have risen
significantly.




(“Pure Asphalt Segment™). As these photographs depict, the Pure Asphzflt-Segment is inoperable
and in substantial need of rehabilitation.

Mr. Charrow estimates that the cos"[ of restoring the Pure Asphalt Segment to FRA Class
1 standard is $650,000. That segment of the Line needs tie replacement on various segments of
the Line, the installation of track panels, surfacing, replacement of a turnout, the renewal of a
street crossing and installation of new signal cables. Mr. Charrow identifies the cost of each of
£hoée items.

Mr. Charrow estimates that the net liquidation value of the Line is $3,330,000, consisting
of $0 for the net liquidation value of the track and track materials and $3,330,000 for the real
estate. The real estate value is based on two valuation reports prepared by Colliers International
Valuation & Advisory Services (“Colliers™). Given Pure Asphalt’s expressed intereét in filing an
' Offer of Financial Assistance, BNSF requested that Colliers yalue separately the Pure Asphalt
Segment and the remainder of the Line. Copies of the two reports are contained in Volume 2 of
this Petition.

D. Opportunity Coéts

Opportunity costs reflect the economic loss experienced by BNSF from forgoing a more
profitable alternative use of the assets associated with the Line. Pursuant to Abandonment
Regulations — Costing, 3 L.C.C.2d 340 (1987), the opportunity cost of road propertsl is computed
~ on an investment base equal to the sum of: (1) allowable working capital; (2) the net liquidation
value of the Line; and (3) current income tax benefits (if any) resulting ﬁom abandonment. Mr.
Long determines that the annual opportunity costs associated with the Line are $595,187. Mr.

Long also estimates a Forecast Year Loss of $598,781 and a subsidy payment of $1,248,789.
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i@. Summary

In summary, the Line is in extremely poor condition and in need of substantial
rehabilitation. The Line hés been embargoed b,ecause_ thé revenues generated from the Line for
many years did not come even remotely close to covering the normalized maintenance cost much
less the other costs associat_ed with serving Pure Asphalt.

'BNSF’s projected operating loss in the Foreqast Year is $3,594 which is very similar to
the operating loss experienced in 2011. The projected economic loss in the Forecast Year is
$598,781.° Had BNSF rehabiiitated the first mile of tﬁe Line so that service to Pure Asphalt
could have continued, the operating loss would have swelled to $653,594.%

‘BNSF simply cannot afford to spend $650,000 so that it can incur annual operating losses
of $3,594 and forego annual opportunity costs of $595,187.

| 1L EXEMPTION REQUESTED

BNSF séeks an exemption under 49 U.S.C. § 10502 from the applicable requirements of
49 U.S.C. § 10903 to permit BNSF to abandon this 2.14-mile rail line. |

Under 49 U.S.C. § 10502, the STB must exempt a transaction from regulation when it
finds that: (1) regulation is not necessary to carry out the rail transportation policy of 49 U.S.C.
§ 10101; and (2) either: () the transaction is of limited scope; or (b) regulation is not necessary
to protect shippers from the abuse of market power.

The legislative history of Section 10502 reveals a clear Congressional intent that the STB

should liberally use its exemption authority to free certain transactions from the administrative

> Operating loss of $3,594 plus opportunity cost of $595,187. '

8 Operating loss of $3,594 plus rehabilitation cost of $650,000. Actually, the estimated operating
loss is significantly understated because the bridge over the Chicago Sanitary and Ship Canal,
which must be traversed in order to serve Pure Asphalt, would have required about $260,000 in
repairs.




and financial costs associated with continued regulation. In enacting the Staggers Act of 1980,
Pub. L. No. 96-448, 94 Stat. 1895, Congress encouraged the STB's predecessor to use liberally
the expanded exemption authority under former Section 10505:

The policy underlying this provision is that while Congress has been able to

identify broad areas of commerce where reduced regulation is clearly warranted,

the Commission is more capable through the administrative process of examining

specific regulatory provisions and practices not yet addressed by Congress to

determine where they can be deregulated consistent with the policies of Congress.

The conferees expect that, consistent with the policies of this Act, the

Commission will pursue partial and complete exemption from remaining

regulation. ' ‘
H.R. Rep. No. 1430, 96" Cong. 2d Sess. 105 (1980). See also Exemption From Reguldtion -
Boxcar Traffic, 367 1.C.C. 424, 428 (1983), vacated and remanded on other grounds, Brae Corp.
v. United States, 740 F.2d 1023 (D.C. Cir. 1984). Congress reaffirmed this policy in the
conference report accompahying the ICC Termination Act of 1995, Pub. L. No. 104-88, 109 Stat.
803, which re-enacted the rail exemption provisions as Section 10502. H.R. Rep. 422, 104™
Cong., 1* Sess. 168-69 (1995).

A. The Application of 49 U.S.C. § 10903 Is Not Necessary to Carry Out fhe Rail

Transportation Policy

Detailed scrutiny of this transaction is not necessary to carry out the rail transportation
policy. An exemption would minimize the unnecessary expenses associated with the filing of a
formal abandonment application, expedite regulatory decisions and reduce regulatory barriers to
exit [49 U.S.C. § 10101(2) and (7)].“ See, e.g., Norfolk & W. Ry. Co. —~Abandonment Exem. — .
Cinn., Hamilton County, OH, 3 S.T.B. 110 (1998); STB Docket No. AB 367 (Sub-No. 2X),
Georgia Central Railroad, L.P. — Abandonment Exemption — In Chatham County, GA (not
printed), served September 17, 1997 (“Georgia Central”). By abandoning the Line, BNSF will

be able to avoid the significant opportunity and rehabilitation costs as well as the out-of-pocket




expenses associated with retaining this underutilized Line. For well over 15 years, no traffic has
moved over the portion of the Line north and.east of Pure Asphalt and the volume of traffic on
the first mile of the Line has been very limited in recént years. Granting the exemption will thus
- foster sound economic conditions and encourage efficient management. 49 U.S.C. § 10101(5)
and (9). See, e.g., STB Docket No. AB 497 (Sub-No. 1X), Minnésota Northern Railroad, Inc. -
.Abandonment Exemption — In Red Lake and Polk Counties, MN (not printed), served November
14, 1997, STB Docket No. AB 318 (Sub-No. 4X), Louisiana & Delta Railroad, Inc. —
Abéndonment Exemption — In Lafourche and Assumption Parishes, LA (not printed), served
August 26, 1997.
ther aspects of the rail transportation policy are not adversely affected. For example,
competition and the continuation of a sound rail transportation system are not affecfed as the
only customer on the Line, Pure Asphalt, apparently has been utilizing other modes for the vast
majority of its traffic. |
B. This Transaction Is of Limited Scope
In Aetemining whether a proposed transaction is of lifnitéd scope, the Board considers a
variety of factors, such as the length of the rail line, the number of shippers on the line and the
traffic volume. Seé, e.g., Docket No. AB 6 (Sub No. 349X), Burlington Northern Railroad
Company — Abandonment Exemption — In Gréene and Polk Counties, MO (not printed), served.
August 27, 1993; Docket No. AB 347 (Sub-No. 1X), Florida West Coast Railroad Company —
Abandonment Exemption — Gilchrisi and Levy Counties, FL (not printed), served January 16,
1992.
The proposed transaction is clearly of limited scope. BNSF is seeking to abandon a 2.14-

mile line.A The Line has had only one active customer for over five (5) years. Since BNSF
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resumed operations on the Line, the yolume of traffic has been very limited. The shortness of
the Line, the fact that only one active customer remains on the Line and thé extremefy low
volume of traffic moving over the Line demonstrate the limited scopé of the proposed
abandonment. See, e.g., Docket No. AB 397 (Sub-No. 3X), Tulare Valley Railroad Company —
Abandonment Exemption — In Tulare And Fresno Counties, CA (not printed), served February 9,
1995.

C. This Transaction Will Not Result in an Abuse of Marke_t Power

The last remaining customer on the'Line is Pure Asphalt and apparently it. uses other
modes for the vast majority of its traffic. Therefore, regulation is not necessary to protect
shippers from an abuse of market power. See, e.g., STB Docket No. AB 55 (Sub-No. 576) CSX
Transportation, Inc. — Abandonment Exemption — In Guernsey County, OH (not printed), served
November 22, 1999; STB Docket No. AB 55 (Sub-No. 563X), CSX Transportation, Inci -
. Abandonment Exemption — In Harrison County, WV (not printed); served September 25, 1998;
Georgia Central.

- Pure Asphalt may well again oppose the abandonment of the Line. Any increase in
traffic projected by Pure Asphalt would only lead to increased losses to BNSF if BNSF merely
receive§ the reciprocal switch fee. In any event, the Board and its predecessor have consistently
rejected speculation about future traffic as a sound basis for denying the abandonment of an
otherwise unprofitable rail line. See; e.g., STB Docket No. AB-433X, Idaho Northern & Pacifi¢

Railroad Company — Abaﬁdonment Exemption — In Wallowa and Union Counties, OR (not
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printed), served April 16, 1997 (‘;Idaho Northern”);7 STB Docket No. 290 (Sub-No. 260X),
Tennessee Railway Company — Abandonment Exemption — In Scott County, TN (not priﬁted),
served June 17, 2005 (“Tennessee”);¥ STB Docket No. AB-6 (Sub-No. 370X), Burlington
Northern Railroad Company — Abandonment Exemption — Between Mesa and Basin City,
Franklin County, WA (not printed), served January 27, 1997; Docket No. AB-290 (Sub-No.
122X), Norfolk and Western Railway Company — Abandonment Exemption — In Randolph,
Macon, Adair, and Schuyler Counties, MO, and Davis, Appanoose, and Monroe Counties, 14
(not printed), served Septémber 17, 1993; Docket No. AB-55 (Sub-No. 413X), CSX
Transportation, Inc. — Abandonment Exemption — In Webster County (not printed), served May
- 29,1992. Also, a shipper, such as Pure Asphalt, “mgy not insist upon the maintenance of a
burdensome line solely for its own benefit.” Busboom Grain Corﬁpany, Inc. v. ICC, 856 F.2d
790, 795 (7™ Cir. 1988).
| ENVIRONMENTAL AND HISTORIC REPORTS

The Environmental Report and the Historic Report containing the information required

by 49 C.F.R. §§ 1105.07 and 1105.08 were forwarded to the Board on April 3, 2012.
CERTIFICATES OF SERVICE

The Certificate of Service of the Environmental and Historic Reports is attached to the

Petition as Exhibit B. The Certificate of Service for this Petition for Exemption is attached as

Exhibit C.

" In Idaho Northern, the Board granted the abandonment even though a lumber mill had
projected a total of 2,102 outbound movements of lumber and wood chips annually. In granting
the abandonment, the Board found the traffic projections speculative but also noted that the mill
had been utilizing truck service to deliver the finished products. . "

8 Citing Idaho Northern, the Board, in Tennessee, noted that under its precedent “mere

~ speculation about future traffic is not a sound basis upon which to deny an abandonment.”
Tennessee, slip op., at 4.
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CERTIFICATE OF PUBLICATION

The Certificate of Publication is attached as Exhibit D.

FEDERAL REGISTER NOTICE
 Adraft Federal Register notice is attached to this Petition as Exhibit E.
LABOR PROTECTION

The interests of railroad employees who may be adversely affected by the proposed
abandonment will be adequately protected by the labor protection conditions in Oregon Short

Line R. Co. — Abandonment — Goshen, 360 LC.C.91 (1979).

IV. CONCLUSION

Application of the regulatory requirements and procedures of 49 U.S.C. § 10903 is not
required to carry out the rail transportation policy set forth in 49 U.S.C. § 10101, as previously-
described in this Petition, nor is STB regulation required to protect shiépers from an abuse of
market power. Moreover, this abandonment is of limited scope. Accordingly, BNSF

respectfully urges the Board to grant this petition.

“Respectfully submitted,
Wil

Courtney B. Estes ‘ Karl Morell \
General Attorney ' Of Counsel
Tyler White : . . BALLJANIK LLP
Assistant General Attorney . Suite 225
BNSF Railway Company : 655 Fifteenth Street, N.W.
2500 Lou Menk Drive, AOB-3 Washington, D.C. 20005
Fort Worth, Texas 76131-2828 (202) 638-3307

December 21, 2012
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FORMER BSNF RAIL CORRIDOR

W 35th Street to' W 315! Strest

Chicago, llincis 60623

SUMMARY APPRAISAL REPORT
Date of Report September 10 2012

Colhers File # 120304
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LETTER OF TRANSMITTAL &Sl ovess | Colliers

September 10 2012

BNSF Ralway Company

c/a Roger Schwinghammer

Jones Lang LaSalle

4105 N Lewington Avenue, Suite 200
Arden Hills. MN 55126

RE: Former BSNF Rail Corridor
W. 35th Street 1o W 315t Street
Chicago. lllinois 60623

Colliers File # G120304

Mr Schwinghammaer

This appraisal report is intended to satisty the scope of work and requirements agreed upon by Jones Lang
LaSalle and Colliers International Valuation & Advisory Services The date of this report 18 September 10
2012 At the request of the client this appraisal is presented in @ Summary appraisal format as defined by
USPAP Standards Rule 2-2(b) This format provides a summary descrnption of the appraisal process, subject
and markel data and valuation analyses

The purpose of this appraisal is to develop an opinion of the Across the Fance Value of the subject property's
fee simple interest The following table conveys the final opinion of ATF value of the subject property that is
developed within this appraisal report

VALUE TYPE INTEREST APPRAISED DATE OF VALUE

ATF Value Fes Simple July 23, 2012 $1.160 000

The subject is a portion of an inactive BNSF rallway corridor that traverses from a paint north of the Chicago
River (South Branch) and east of West 35th Street. to a point near West 31st Street in the City of Chicago The
corridor is inactive and bypasses several abutting parcels. zoning districts and uses all of which are industrial
in nature The subject has a total estmated land area of 210,768 SF (4.84 AC) The land area is estimated
based on surveys provided by BNSF

The analyses opimons and conclusions communicated within this appraisal report were developed based
upon my interpretation of the requirements and guidelines of the current Uniform Standards of Professional
Appraisal Practice (USPAP) the requirements of the Code of Professional Ethics and the Standards of
Professional Appraisal Practice of the Appralsal Insfitute




COSTIMUED 1IN0

The report. in its entirety. including all assumptions and limiting conditions, is an integral part of and
ingeparable from this letter USPAP defines an Extraordinary Assumption as “an assumption, directly related
to a specific assignment. which, If found to be false could alter the appraiser's opinions or conclusions. USPAP
defines a Hypathetical Condition as. “thal which is contrary to what exisis but | supposed for the purpose of
analysis ”

The Extraordinary Assumptions and/or Hypothetical Conditions that were made dunng the appraisal process to
armve at my opinion of value are fully discussed below. | advise the client to consider these issues carefully
given the intended use of this appraisal as this use might have affected the assignment results
EXTRAORDINARY ASSUMPTIONS

The subject's land areas were provided by the BNSF and are assumead 10 be accurate

Nao title report was provdad  Discussions with the client indicate BNSF holds fee simple ownarship over the
subject of this report.  Fee simple ownership is assumed

HYPOTHETICAL CONDITIONS
No Hypothetical Conditions were made for this assignment

The signature below indicates my assurance 1o the client that the development process and extent of analysis
for this assignment adhere to the scope requirements and intended use of the appraisal |f you have any
specific questions or concems regarding the attached appraisal report, or if Colliers International Valuation &
Advisory Services can be of additional assistance please contact the individuals listed below

Sinceraly

COLLIERS INTERNATIONAL
VALUATION & ADVISORY SERVICES

1 RW

1K Alvl

Jeremy Waling. MAI MRICS

Managing Director | Chicago

Certified General Real Estate Appraiser
Stata of lingis Licanse #553-001377
+1 312 602 68157

jeremy walling@colliers com
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GENERAL INFORMATION

Property Name Former BSNF Rail Comdor

Property Type Land - Right-of-Way

Address W._35th Strest (o0 W 31st Strest

City Chicago

State llinois

Zip Code B0AZ3

County Cioak

Core Basod Statistical Area (CBSA Chicago ralle-Joliet 1IN N-WI

Land Area Acres Square Feeot
Total 484 210,TéA

Topography Level &t strest grade

Shape Irregul e

Access Average

Exposure Awerage

Current Zoning Vanous (See Joning Section)

Flood Zone Zona X

seismic Zo Mo Hisk

HIGHEST & BEST USE

As Vacant Assembiage And Future industna
EXPOSURE TIME & MARKETING PERIOD
Exposure Time 18 1o 24 Months

VALUATION SUMMARY

VALUATION INDICES MARKET VALUE

AS1S
INTEREST APPRAISED FEE SIMPLE
DATE OF VALUE JULY 23, 20132
ATF VALUE $1.180,000
Value/SF 85 KOS
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LOOKING SOUTHWESTERLY ALONG SUBJECT FROM 31% STREET

(IT IS NOTED THAT REMAINING PORTIONS OF SUBJECT COULD NOT PHYSICALLY BE INSPECTED)
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PROPERTY IDENTIFICATION

The subject is a portion of an inactive BNSF rallway corndor that traverses from a paint north of the Chicago
River (South Branch) and east of West 35th Street, to a point near West 31st Street in the City of Chicago The
cofridor is inactive and bypasses several abutting parcels. zoning districts and uses. all of which are industnal
in nature The subject has a total estmated land area of 210,768 SF (4.84 AC) The land area |5 eshmated
based on surveys provided by BNSF

The entirety of the subject appears 1o be tax exempt and a detailed legal description was not provided

CLIENT IDENTIFICATION
The client of this specific assignment is BNSF Railway Company c/o Jones Lang LaSalle
PURPOSE

The purpase of this appraisal is o develop an opinion of the Across the Fance (ATF) Value of the subject
property s fee simple interest

INTENDED USE

The intended use of this appraisal is to assist the client in making internal business decisions related to this
assel

INTENDED USERS

Intended users of this report Include Jones Lang LaSalle and BNSF Raillway Company

ASSIGNMENT DATES

Date of Report September 10, 2012
Date of inspection July 23 2012
Valuation Date - As-Is July 23, 2012

PERSONAL INTANGIBLE PROPERTY
No personal property or intangible items are included in this valuation
PROPERTY AND SALES HISTORY

Current Owner
A title report has not been provided Ownership of the subject property Is assumead to be vested in BNSF

Three-Year Sales History
The subject has not sold In the last three years

Subject Sale Status
The subject is not currently listed for sale

DEFINITIONS

This section summarizes the definitions of value property rnghts appraised, and value scenanos that are
applicable for this appraisal assignment All other applicable definitions for this assignment are located in the
Valuation Glossary section of the Addenda

DEFINITIONS OF VALUE
Given the scope and Intended use of this assignmen! the definibon of ATF Value is applicable
Across the Fence (ATF) is defined as

‘In the valuation of real estate comdors. the value concluded based on a companson with adjacent lands
before the consideration of any other adjustment factors. The ATF value accounts for location and market
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conditions. Accardingly. this is an intermediate value without (or prior to) the consideration of the comdor
factor * (Appraisal Institute The Dictionary of Real Estate Appraisal Fourth Edition. Chicago. 2002 p 5)

PROPERTY RIGHTS APPRAISED

The property rights appraised constitute the fee simple interest
VALUE SCENARIOS

The valuation scenano developed In this appraisal report Include the ATF Value
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INTRODUCTION

The appraisal development and reporting processes requires gathenng and analyzing information about those
assignment elements necessary to properly identify the appraisal problem to be solved The scope of work
decision must include the research and analyses that are necessary to develop credible assignment resuits
given the intended use of the appraisal Sufficient information Includes disciosure of research and analyses
performed and might also include disclosure of research and analyses not performed The scope of work for
this appraisal assignment (8 outhined below

L]

The appraiser analyzed the regional and local area economic profiles including employment. population,
household income. and real estate trends The local area was further studied to assass the general quality
and condition. and emerging development trends for the real estate market The iImmediate market area
was inspected and examined to consider external influences on the subject

The appraiser canfirmed and analyzad legal and physical features of the subject property including sizes of
the site. flood plain data. seismic zone, zoning, actess and expasure of the site.

The appraiser completed industrial market analysis that included market and sub-market overviews. The
Chicago market and South Chicago sub-market overviews analyzed supply/demand conditions using
vacancy absorption supply change and rent change statistics Conclusions were drawn regarding the
subject propertys competitive position given its physical and locational charactenstics, the prevailing
economic conditions and external influences

The appraiser conducted Highest and Best Use analysis and conclusions were drawn for the highest and
best use of the subject property As-Vacant The analysis considered legal locational, physical and financial
feasibility charactenstics of the subjact site

The appraiser confimed and analyzed financial features of the subject property including potential
entitltement 1ssuas

Selection of valuation methods considered scope requirements and the intended use of the appraisal This
appraisal developed the Sales Companson Approach to value which was adjusted and reconciled as
appropnate The appraisal develops an opinion of the ATF Value of the subject property's fee simple
interast

Preparation of thys appraisal in a Summary format as indicated in USPAP Standard 2
| understand the Competency Rule of USPAP and the author of this report meets the standards

Felicia Bell provided significant real property appraisal assistance o appraiser signing this certification.
Assistance included gathanng analyzing and reporting regional and local area information, confirming and
analyzing the subjects zoning, and confirming some of the comparable data used for this analysis
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SOURCES OF INFORMATION
The following sources were contacted to obtain relevant information

SOURCES OF INFORMATION
TEm SOURCE

Tam irf oo et

o County Tea Assssany
7 om0 of rrmiticn Tty of Crecage Zomeng Coos
Ste Sae nformeton [ 2

Busching Slew i or g o Courity Tas A§sEEN D

Food Map STIE O
Cemographecs ST0E On ey
Cngsar mbvie I Of rmgdann S Lonpa abee Detas hests 'or delsis

SUBJECT PROPERTY INSPECTION

SUBJECT PROPERTY INSPECTION

APPRAISER INSPECTED EXTENT DATE OF INBPEC TION
Jeremy Walng MA| VRCS ¥ e G

Ady JY 2012
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REGIONAL ANALYSIS

The Chicago-Naperville-Joliet IL-IN-WI MSA is located along the southwestern shoreline of Lake Michigan In
the northeastern section of the state of llinois, the northwestemn comer in the state of Indiana and the
southeastern section in the state of Wisconsin The 14 counties that make up the MSA include Cook, DeKalb
DuPage Grundy Kane Kendall Lake McHenry and WAl in filinos Jasper Lake Newfon and Forter in
Indiana and the county of Kenosha in Wisconsin As typical of a Midwest location, the Chicago MSA
experiences the distinct changes of the seasons hot. humid summers. cold snowy and windy winters with
springs and autumns that fluctuates between sunny and mild to volatile temperature fluctuations

4

A

With a population of approximately 8 7 million, the Chicago MSA s the 3rd most populated MSA in the US -
trailing 1" place New York by over 8 million and 2™ place Los Angeles by 3 million. The Chicago MSA enjoys
an expanded economy based on finance |nsurance printing and publishing, manufacturing, and food
processing Over 400 major corporate headguarters make ther home in the Chicago MSA with 27 of the 31
Fortune 500 companies situated in llinois among them Most notably are Walgreens. Boeing Kraft Foods
Sara Lea Alistate Discover Financial Services OfficeMax and Unitad Continental Holdings. Moody's Investor
Services notes that every economic sector from risk management Innovation, to manufacturing, to information
technology. and to health services are present and are key players in Chicago

Since its founding Chicago has been an important transportation and distribution point, with an extensive
industrial base utilizing Chicagos inland port Even as the city becomes one the nation's busiest aviation
centers (Chicago's O'Hare International Airport is now rated the third busiest airport In the world with an
estimated 66 665 390 passengers in 2010. reflecting a 3.3% Increase from 2008), 50% of U.S. rall freight
continues to pass through Chicago

The Loop. or Chicago Loop. Is the historic commercial center with theater and shopping for downtown Chicago
is the second largest commercial business district in the Unites States after New York Citys Midtown
Manhattan Company headquarters within this district include CHASE Bank. United Airfines. United Continental
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Holdings. Blue Cross and Blue Shield Association. Sidley Austin Morton Salt as well as the Chicagaland
Chamber of Commerce and over 20 foreign consulates In addition, the Loop serves as the seat of government
for the city of Chicago and Cook County

In addition to multi-billlon corporations. universities. hospitals and public sector entities located within the
Chicago MSA smaller businesses still continue to make up a large percentage of the local employment
picture A 2011 report issued by the U S Census lists 237 245 sstablished businesses in the Chicago MSA
(down 5350 from (ast year's report). Of these businesses 276 companies employed 1 000 peopie or more
whereas 173 945 businesses employed 1-9 people representing 73% of all businesses listed These figures
reflact the impact and importance of small business in the local economy

Key Market Indicators

CoStar a commercial real estate information company publishes analytic survey reports for varous counties
regions and major metropolitan areas throughout the US. The following information provided includes key
facts garnered from those reports

KEY BMARKET MNCATORS AS OF 2071 04

industnai

Numbaer of Propertes 21604

invnlory - SF 1.140 657 701

Vacant - F | % 131,887 BOT 11.5%
Occupied - 5F 1% 1017950894 BESW
H# Absorp YTD - BF 8 481.930

AVG RentSF 54087

Office

NHumber of Properties 1220

irventory - SF 453 491,009

Vacanl - SF | % 67135112 14 %
Octupied - SF 1% IBEISENET BRI
Mol Absoip ¥YTD - SF 2.8021 551

AVG RenVsF $228)

Huriad

Humber ol Properties 12762

Inventory - SF 404678172

Vacant - 5F / % 42 193 038 &5%
Oooupied - SF 1 % 452 483,135 D15%
Net Absorp YTD - SF 1738 780

AV RentSF $14 1

According to CoStar's current 47 guarter reading the Chicago MSA Industnal Market has a vacancy rate of
11.5% CoStar surveyed 1 148 657 701 SF in 21,604 buildings with 131 887 BOT SF of available space. Net
absorption for the overall industrial market was positive 8 481 830 SF  The average quoted asking rental rate
for available industrial space was $4 B7 per square foot per year

The quarterly reading of the Chicago MSA Office Market Analytics reported a vacancy rate of 14 8%. Costar
surveyed 453 491 009 SF in 12291 builldings with 67 135 112 SF of avallable space Net absorption for the
overall MSA office market was positive 2 621 551 SF  The average quoted asking rental rate for available
office space was $22 63 per square foot per year

The Retail Market had a vacancy rate of B8 5% in the 4" quarter Costar surveyed 464 678173 SF in 32782
properties with 42 185,038 SF of avallable space. The net absorption for the overall the MSA retall market was
positive 1,738 780 SF The average quoted asking rental rate for available retal space was $16 11 per square
foot per year
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Labor

The U S Department of Labor reported a year-over-year job growth of 12,800 jobs (0.2%) within the overall
nonfarm employment sectors for the Chicago MSA although 8 out of the 11 work sectors reported losses Jab
gains occurred in the Professional and Business Services industry up 15 500 (2 5%) Trade Transportation
and Utilittes industry up 7,600 jobs (1.0%), Education and Health Services industry up 3 700 jobs (0.7%), and
Manufacturing up 2.700 jobs (0 8%) Losses occurred in Construction down 300 jobs (0.3%). Information down
5,500 jobs (7.5%). Financial Activities down 2 500 jobs (1 0%), Leisure and Hospitality down 1.700 jobs (0.5%)
Other Services down 2 300 jobs (1 4%) and Government down 4,400 jobs (0.9%)

ChicagoapervilleJoliet MSA Nontarm Employment Sectors.

December 2011
Professonal and Educahon and
Bumness Health Sarvices
SArvice s 556 A0
628 800 16% Lesyre and
Financial 7% Hospialny
Actw ties \ | 324 800
256 2 a,
7%
Other Sarices
66 200
Infarmation. - 4%
68300
2% izovEmment
455 200
13%
Trade
Transportation P Mining and
and Litlities | Logging
763 .000 (i | Construction 1 200
1% Mu.r: 4’__11.‘:_|;.:|m_; . 117 200 [']-:f
-Lgf,._ 3%

Total empioyment has decreased annually over the past decade in the state of Ilinois and the metropalitan
area by 0 1% From 2010 te 2011 unemployment decreased in |llingis by 70 bps moving from 10.5% to 9.8%
and by 60 bps in the metropolitan area moving from 10.4% to 8.8%

EMPLOYMENT & UNEMPLOYMENT STATISTICS 2002 - 2011

B, O NENT UMEMPLOY MENT RATE
= hnos T agn- it Mgy e LM L Ot -.;.-.-':-n'tw+:_
Yaa Tots L TR Total % AYrAgo States * —es Liv M
2002 5 965 390 4% 4401 118 2 5% __55--. &% BT%
2003 a818 100 0 9% 4 37T 268 0 5% 0% i & A%
004 SGSASAYT  OOW 4 414 B4l 0% 5 & 6 7% L¥ 3
2008 & 033 41 11% 4420 800 0 4% 5 1% 5 B% oW
008 2 AZIA005 7% 4 5TT I8 3 48% 4 8% i 5%
2007 832 09% 1 6% & 653 950 1% 4 B 1% 4
2008 .24 6838 13% 4 810 088 0% 6% 4% 8%
05 §GIT 434 & 0, 4 370,29 52% Y% 10 0% 10 1%
2010 £510. 742 D35 & 342 581 0 5% 5 5% 10 5% 10.4%
a0 % 25 154 0.2% 4 385 800 0% 9% Lt s
T CAGR 0% . a1% T
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The MSA's May 2011 unemployment rate was 9 8% Since that tme, monthly unemployment rates have
fluctuated but the most recent unemployment statistics for April 2012 indicate an unemployment rate of © 0%
which is a decrsase of 90 bps over the past year and indicates improvements in the local job markel Please
note that employment figures are not-seasonally adjusted in this analysis

UNEMPLOYMENTRATES

The growing trend in employment is in the health care and education sectors. According to the Department of
Labor. these two Industnies have increased by 120,300 jobs over the past decade within tha Chicago
MSA. Advocate Health Care provides care for more cancer and pediatric patients than any other health
system in Jlincis. Named as one of the nation's top 10 health systems by Thompson Reulers Advocale
operates the largest trauma network In lllinges. has more than 250 sites throughout the state and employs
28 000 in the Chicago Metropolitan area alone

JP Morgan Chase through its Chase subsidiary. is one of the Big Four banks of the United States and is
haadquartered in the 60-story Chase Tower In the Chicago Loop Area housing its US and Canada
commertial and redal banking headquariers here The bullding /s also the headquarters of Exslon. a ublibes-
holding company with approximataly 5 000 employees

1OF PRIVATE EMPLOYERS

EMPLOYER NAME EMPLOYEES NDUSTRY
A dvoc alg Hes I T..nr! . Ry :-r. +] . ”"ll‘l‘l“llll"'
C hane 20,000 Finmncie
Vi R een 13122 Reind Fmgs mac y
A miste nawrsnce Co 13000 e T A
Simiwr Faro My bus! Agte e Cp 11000 L R
United Copntive nial Holdings ng 13000 T re wpo tatic »
Apbot! Lat oratans 12600 Prarmace ulica
ATAT 12200 Te beCo MMy nics ton 8
Uneent sty of Binon Chicags 115185 E duc ot
Motora iy 18000 C ommunsg slic naE ectrona s

Demographics

According to Esri, a Geographic Information System (GIS) Company the Chicage-Joliet-Naperville, L
metropolitan area has & 2010 totai population of 8 738 818 and has expenanced an annual growth rate of 0.7%
for the past decade which is higher than the llinois annual growth rate of 0 5% over this timeframe The
metropolitan areéa accounts for 74 4% of the total |llinois population (13.088 726) Within the metropolitan area
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the papulation density is 1,351 people per square mile compared to the lower lllinois population density of 235
people per square mile and the lower United States population density of 88 people per square mile

¥EAR s L CRSA
2000 Testml Populabon 281 421 D06 12479_;!93 #.008 316
2010 Tom! Populetion M85 1A0DBe TR O7TIA9
2015 Total Populsbon 2330636 11368 TEE § 020 829
2000 - 2010 CAGR 1 0% O 5% a.m™
2010 - 2015 CAGR 8 0% 04

POPULATION DENSITY
YEAR us L CHSA

2010 Per Sguare Mis aa 235 1.3
204 Par Square M o Fi_ t.3r8

The 2010 madian age for the metropolitan area is 35 4 which i1s 4. 5% younger than the Unitad States median

age of 37 0 for 2010 The metropolitan area (s anticipated to see the median age to grow by 0 1% annually
over the next five years increasing the median age to 35 5 by 2015

YEAR us i CHEA
2010 370 M2 354
206 T3 3 A .8
CAGR 0.2% T g 1%

o e

The 2010 average household size for the metropolitan area is 2 7 which 1s 5 4% larger than the United States

average household size of 2.6 for 2010 The metropolitan area is anticipated 1o see the average household
size remain stable at 2 7 through 2015

AVERAGE HOUSEHOLD SIZE

YEAR us L CasA
2010 26 26 27
2018 18 16 a7
CAGR . . 00%

The Chicago-Joliet-Naperville IL metropolitan area has a 31.9% renter occupied markel compared to the
lower 28.9% in lllincis and the lower 30 1% in the United States

HOU SING UNITS

1] L Casa
Totsi Housng Uniy IRSTTHE ¥R 182
Ownar Ocoup ed 80 B0 4% 55 5%
Hentgr Dcouped 5 L e 8 Lt M
W eCyal Rousng Unis 11 9% ™ 8%
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The 2010 median household Income for the metropolitan area is $65.766. which is 20 9% higher than the
United States median household incoma of $54 442 The median household income for the metropolitan area
I8 projected to grow by 3.1% annually over the next five years raising the median household income to
$76.699 by 2015. As is often the case. when the median household income rates are higher than the national
average the cost of living index is higher also According to the American Chamber of Commerce Researchers
Association (ACCRA) Cost of Living Index the Chicago-Naperville-Joliet MSA's cost of living is 1144
compared 10 the national average score of 100 The ACCRA Cost of Living Index compares grocenes. housing,
utiliies, transportation, health care and miscellansous goods and services for over 300 urban areas

MEDIAN HOUSEHOL D INCO At

¥ EAR us L CBSA
2010 $S4 442 SE0 754 S TW
218 $E1100  SEROM  §TE 690
CAGR 24% 18% EEY

Education

Ranked amang the top “National Universitias” in the US by US News & World Report. Chicagos top
universities include Northwestern University, University of Chicago, Loyola University Chicago. DePaul
University, lllinois Institute of Technology and University of llinois at Chicago These and other local
institutions of higher aducation contribute to creating a world center of learming and research

The University of lllinois Chicago and the University of Chicago are among the top employers in the area and
have a combined employment of over 20,000 With 28,000 students attending the University of lllinois Chicago
and over 15 000 atiending the University of Chicago these institutions of higher leaming add to the overall
impact of the local economy

PUBLIC COLLEGES B UNIVERSITIE®
Unrewrsity of llhinois-Chncago 2809
Nonheastern Minois Unnersity 12221

Chic State Linversit Tin

Moramine Valley Communty College 35 000
College of DuPage 31,000

Coflege of Lake County 18 092
v AL i AR 16 m?

PRIVATE COLLEGES & UNIVERSITIES

Loyola Uniersity Chicago 16 040
Unnersity of Clucago 16 438
Columiia Coflege Chicago 11922
Winois Institute of Technology 1107
North Park Unpnersity 3 251

Within the Chicago-Joliet-Naperville IL metropclitan area 34% (3,221 998) of the iotal population (9,738,919
has a four year college degree or higher, compared to the lower 30% In lllinols and the lower 28% in the United
States
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us L CBSA
Less than th Grede & B% T
B 1h Grade'™No Dhplorma B ] B
High School Grisduate 0% iy F..)
Sorre Colege'™o Degres 207 20 20,
Assocate Degres & m ™
Bachein's Degres 18% 1689 2%
GradProfessional Degreg 10 1% 13
REGIONAL SUMMARY

In summary, and aside from the employment issues that continue to iImpact most of the USA. the Chicago MSA
has a diverse culture and business climate with a workforce that combines and unites 1o create and maintain
an economic stronghold in Amencas heartland while hawng the ability to affect regions not only locally. but
nationally and Intemationally
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INTRODUCTION

In this section of the report | provide details about the local area and describe the influences that bear on the
real estate market as well as the subject property A map of the local area is presented on the pnor page
Below are insights into the local area based on fieldwork interviews demographic data and expenence
working in this market A demographic study of the area |s presented along the right side of the page. sourced
by Site Te Do Business (STDB Online). an on-line resource center that provides information used to analyze
and compare the pasl, present. and future trends of properties and geographical areas

LOCAL AREA PROFILE

The subject property is located in Chicago. linois. witin

Cook County More specifically the subject is located within TMILE 3INLES JMiLES
the Little Village (or South Lawndale) nsighborhood on 2000 Census 66288 J77.550 1,005860
Chicago's southwest side The area is bordered by Western 2010 Fopulation L2 Maae2 108780
Avenue (east) Cicero Avenue (west) Ogden Avenue (north) 2015 Fopulaton 67210 379686 1055058
and the Stevenson Expressway/Interstate 55 (south) The ©Changs 2000-2010 -1 58% 1.26% 219%
area is urban in nature Change 2010-2015 144%  -D68% -02T%
Transportation Routes

Public transportation is provided by the Chicago Transit POPULATION BY AGE

Authority (CTA) The Pink line subway services the area
{running along Cermak Road and terminating at 54" Street) I . .
alongside numerous public bus routes. Primary vehicular - o - . . s

access to the area s via 1-55 Cermak Road and 26" Strest

Age Age Age Age Age Age Age Age Agm Age Age

{east/west) and California Avenue Kedzie Avenue Pulask O-4 5.9 10- 18, 20- 25- 35. 45. 55. o4. 78

Road and Cicero Avenue (north/south) Lastly commercial Y WLE o q» ?::m;f. - H-:wh:s h

transit is conducted via the extensive ral lines that feed into

the BNSF Clyde Yard facility to the west in Cicero lllinois and HOUSEHOLDS

the BNSF Corwith Intermodal facility. located slightly south IMILE JIMILES 5MILES

across |-55 in Archer Heights 2000 Canwus 13766 00701 320 165

Economic Esctors 2010 Househokis 13123 cAO4? 225300

The area is approximately three miles southwes! of Chicago s SR IR WA R e

central business district, which s the economic center of the = o ~o0-2010 el s
Cranges 2010-2018 181% -0 G¥% 007T%

nation's third largest market area  The largest employer in the
more local area 18 Cook County given the presence of the

Cook County Courthouse and Correctional Facility complex 2010 HOUSEHOLDS BY INCOME
near 26" Street and California The area wes! of the Cook 1MILE IMILES 5MILES
County complex along West 26" Street s dominated by Housenol ncorm Base 13888 100,748 320507
restaurants and retallers who celebrate the community's < 515,000 3% 17e% 10 4%
Mexican hertage Two annual events that draw sizeable — $15000 - 524 066 1Me%  123% 107%
crowds and are strong economic drivers are the three-day 525000 - 334 999 106% 104% 92%
Cinco de May Festival and the Little Village Arts Festival held $35,000 - 340.990 Wa4%  170% 14
in October. The southemn portion of the area Is primarily $50,000 - $74,999 203%  10.4% 19 2%
industnal users concentrated along the Interstate 55 industnal §$75.000 - 309 009 159% 4% 80w
cornidor $100,000 - $148 990 5 6% 6.0% 7 5%
$150 000 - $190 090 T A% 12% FRL
$200 000 + 0 8% 1 0% 10%




IMMEDIATE AREA PROFILE

This section discusses uses and development trends in the
immediate area that directly mpact the performance and

appeal of the subject property

Predominant Land Uses

The northern portion of the area consists primanly of single-
family and low-nse multifamily residential uses Commercial
and retall uses serving the area are scattered along artenals
such as Pulaski Kedzie California. Cermak and Ogden
However the most notable commercial corridor s along 26"
Street with its renowned Mexican eatenes The Cook County
Courthouse and Correctional Complex encompasses
approwmately S6 acres south of 26" Street between
Sacramento Avenue and just west of Western Avenue The
complex reportedly contains the largest jail in the United
States as well as a cnminal courthouse and vanous county
sheriff and correctional facilities The southern portion of the
area Is influanced by heavy industnal uses which are part of
the Interstate 55 Industrial comidor that extends well beyond
the neighborhood boundanes in each direction The industrial
inventory consists primarly of older manufactunng and
warehouse faciities

SUBJECT PROPERTY ANALYSIS

The following discussion draws context and analysis on how
the subject property is influenced by the local and ImMmediate
areas

Subject Property Analysis

The uses adjacent to the property vary given the subject's
length, but are predominantly industrial or governmental in
nature The commercial and residential appeal of the subject’s
adjoining parcels is generally considered negligible

Access and Exposure

Access to the immediate area |s average noting proxmity to
interstate 55 with access points at Westemn Avenue California
Avenue and Pulaski Road The subject has several access
points near its intersection with several roadways in the area
The subject's exposure from varies given its shape and length
while sites adjoining the property generally have avérage
exposure with clear streef visibility

Subject Conclusion

Trends 10 the local and immediate areas as well as adjacent
uses Indicate an overall average external influence for the
subject
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SUMMARY

Overall the condition and appeal of the markel area ranges from below average to average Growth is
physically restricted by the lack of undeveloped land New projects will lkely come in the foom of
redevelopment As demand continues to increase for underdeveloped properties and after the real estate
market begins to recover from the national recession, property values are sxpected lo appreciate marginally in
the subject’s immediate market area In the interim, property values for land are anticipated to be stable to
slightly increasing given the supply restnictions of undeveloped land




General Description The subject is a portion of an inactive BNSF railway comdor that traverses from a
point north of the Chicago River (South Branch) and east of West 35th Street. to
West 31st Street in the City of Chicago. The corndor is inactive and bypasses
several abutting parcels. zoning distncts and uses. all of which are industnial in
natura. The site is a long narrow stnp of land that is typically at grade with
surrounding parcels As noted below the subject has a total estimated land area
of 210.768 SF (4 84 AC) The land area is estimated based on surveys provided
by BNSF. and may change if a professional survey determines more precise
measuremants. The following discussion summarizes the subject site size and
its characterstics

Number of BNSF Parcels 10

Total Land Area 4,84 210,788

Shape Irregular

Topography Level and generally at street grade

Utilities All available to the site

Accessibility Average - Access to the immediate area is average noting proximity to Interstate

55 with access points at Western Avenue California Avenue and Pulaski Road
The subject is accessible at its intersection with West 31" Street

Exposure Average - The subject s considered to have average exposure as compared 1o
competitive sites in the general area

Seismic The subject is in No Risk

Flood Zone Zone X. This is referenced by Community Number 0074 Panel Number

17031C0504) dated August 19, 2008 Zone X is a Special Flood Hazard Area
determined to be outside the 500-year floodplain No Base Fiood Elevations
(BFEs) or depths are shown In this Zone, and insurance purchase s not required

Easements A preliminary title report was not available for review Dunng the on-site
inspection no adverse sasements or encumbrances were noted This appraisal
assumes that there is no negative value impact on the subject improvemants. If
questions anse regarding easements ancroachments or other encumbrances
further research is advised

Soils A detalled soils analysis was not avallable for review. Based on the development
of the subject, t appears the solls are stable and suitable for the esting
improvements

Hazardous Waste We have not conducted an independent investigation to determine the presence

or absence of toxins on the subject property If questions arise, the reader Is
strongly cautioned to seek qualified professional assistance in this matter Please
see the Assumptions and Limiting Conditions for a full disclaimer

Improvement Description The site is improved rail lines overgrown vegetation, and some minor asphalt

and gravel paving No additional site improvements could be confirmed based on
visual iInspection
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BNSF MAP 501193 (SUBJECT IS BELOW RED LINE)
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BNSF MAP 501194
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ZONING MAPS
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FLOOD MAP
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TAX ANALYSIS

The subject is tax exempt. As such, a tax analysis is beyond the scope of this analysis
ZONING INTRODUCTION
Zoning requirements typically establish permitted and prohibited uses. bullding height lot coverage setbacks

parking and other factors that control the size and location of improvements on a site The zoning subject
property bypasses several zoning classifications, which are summanzed below

ZONING SUMMARY

Municipality Governing Zoning City of Chicago Planning & Zoning Department

(W1 Indus! -1
Current Zoning Limited Manufacturing (M1-2). Light industry (M2-1 ), & Heaw

Industry (M3-3)

Permitied Uses

Limited Manulsotunng Ofce Retal industrial

Light Induatry Office. Retail, Industnal

Haaw Indusiry Office. Retall, Industrial intense Industnal
Current Use Portion of inactive railwey cormidor
Is Current Use Legally Permitted? MNot Applicable
anng Ghnﬂc Not Likely

The information presented is intended to provide a general overview of the subject’'s zoning classification. The
site is a long, narrow comdor that cannot be developed as a standalone parcel

Detalled zoning studies are typically performed by a zoning or land use expert ncluding attormeys land use
planners, or architects, The depth of my analysis correlates directly with the scope of this assignment. and it
considers all pertinent issues that have been discoverad through my due diligence
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INTRODUCTION

As concluded ahead the highest and best use of the subject site as-vacant is assemblage and future
industrial Therefore this section provides a bnef study of industnal supply/demand conditions for the Chicago
Market and South Chicago Submarket

CHICAGO INDUSTRIAL MARKET
The following (s an analysis of supply/demand trends in the Chicago Industrial Market using information

provided by CoStar widely recognized as a credible source for tracking market statistics The table below
presents historical data for key market indicators

CHICAGO HISTORICAL STATISTICS (LAST TEN YEARS)

PERICD SUPPLY ADDED SUPPLY  NET ABSORPTION VACANCY ASHING RENT
2002 1080651 428 SF 1.135 104 SF 64, 173 8 8 &% $d 54/5F
2003 1.0984TT 5T &F @ B28 145 SF 524 600) SF e 1% 4 AWEF
2004 1 103024 743 BF 3547 172 BF 10,427 295 SF v 1% 4 68°5F
2005 1116010488 SF 12 088 753 5F . TO2.4T1 BF 1% B4 4 VEF
2006 1133848415 5F 17837819 5F 18,631 418 5F o1% S4 A5/GF
2007 1.194B118 381 SF 14 487 938 S5F 11097 405 5F 8.1% $4 S4/EF
2008 1 164 182 330 SF 16.075 978 BF 3 30T AB1 SF 5% $4 TOSF
2008 1. 168378 Tha SF 2184 455 5F 4G TN 1% $4 81/5F
2010 1 181 BAT 14 BF 4 A2 640 SF 4TH B3 11 8% §4 Z5/5F
2011 1183 83T A3 BF @90 572 &F B 348 230 &F 11.3% $4 15/SF
CAGR 0 7% = : 11 0%

The following table summanzes the tralling four guarter performance of the Chicago market

CHICAGO TRAILING FOUR QUARTER PERFORMANCE

PERIOD  SUPPLY ADDED SUPPLY NET ABSORPTION  VACANCY ASKING RENT
7011 30 1 163 408 550 GF 2375645 SF 1834040 SF 10 ™ $4 \B/5F
2011 40 1,182 837 821 BF 186 D56 5F 1.820 120 SF 10 8% 84 13%5F
2012 10 1162763804 5F 313580 SF 1285 978 SF 102% $4 18F
2012 2Q 1,163 148 022 SF &00 000 5F 8310 @50 SF 10 DM §4 OASEF

Key supply/demand statistics for the most recent quarter last year and historical averages for the last 10-years
are summanzed below

CHICAGO MARKET TREND AMNALYSIS

202012 2011 Last 10
Total SF T am fzﬁu 1,182 557 &21 1 134 518 300
Vacar SF 115.738.712 122 Qa7 534 111 825 258
Marks! Vacancy 10,0% 1 3% o B%
‘Comsiruction Growth Rets 01w o1% 0.7%
Absorphon Fate 0 5% 0% 0.3%
Average Asking RenysF 4 o8 54 15 §4 a7
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Chicago Market Conclusion

Basad on the preceding analysis the Chicago industnal market demonstrates relatively sound fundamentals
Analysis of supply and demand Iindicators reflects the market is currently in a state of stability with no evidence
to prove this will change any time soon given the recent trend of absorption outpacing construction

SOUTH CHICAGO INDUSTRIAL SUBMARKET OVERVIEW

The following is an analysis of supply/demand trends in the South Chicago Industrial Submarket using
information prowvided by CoStar The table below presents histoncal data for key market indicators

SOUTH CHICAGO HISTORICAL STATISTICS (LAST TEN YEARS)

PFERIOD SUPPLY ADDED SUPPLY NET ABSORPTION VACANCY ASKING RENT

2002 127 165454 BF (288 418 GF 1 104 420 &F B3I% 84 JSF
2003 128 #95 A55 SF 1 BA0401 SF 1 384 B50) & iTR $) BA/SF
2004 125158088 BF () 817 7BU) BF 1 Duddt 120) 5 91% $3 SO/SF
2005 124 590 241 SF 567 B25) SF 834 T3 oF W% 84 OV/SF
2008 124 185 488 5F 204 TTH) 5F 3AA 1R2 SF B 0% 84 1 ISF
2007 123453370 SF G32 086 SF 731,708 SF Bav $4 02/SF
2008 121 422 INT BF 30 94 SF 38 A1) SF T.2% 8 \BF
2008 122,931 005 SF 500 482) 5F 4 A 358 S5 5% §4 18/5F
2010 120798 388 SF (2122 540 & ) D0 BBA) S 10.2% 4 JWSF
2011 MBASOE0Y §F (2348 374) 5 2 155 b ) SF 10 0% $4 28/5F
CAGR (0.8%) . 1.

The Inventory contracted by 0.8% annually over the past ten years The majonty of the removed supply was
concentrated in the UIC and South Loop areas of the submarket as a result of gentrification and
redevelopment Despite the reduced inventary vacancy Increased over the ten year period while asking rents
have fluctuated but remained relatively stable

The following table summarizes the trailing four quarter performance of the South Chicago submarket

SOUTH CHICAGD TRAILING FOUR QUARTER PERFORMANCE
PERICD SUPPLY ADDED SUPPLY NET ABSORPTION VACANCY ASHING RENT
2011 3Q 118 Te2 835 SF 0 SF 15337 &F 10 6% $#4 JSF
2011 40 118 550991 BF 0 SF A3 5IT BF 10.3% §4 DA/SF
012 1Q 118530 651 SF 0 SF (1,006 314} SF 11 0% 84 1OWSF
2012 20 118 455 838 5F 0 5F MT 520 8F 10 8% $4 OVSF
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Key supply/demand statistics for the mos! recen! quaner last year and historical averages over the last 10-
years are summanzed below

SOUTH CHICAGO MARKET TREND ANALYSIS

202012 201 Last 10
Total 5F 118 465 038 118,550 991 123 G 311
Vacan 5F 12.651.708 12.180.712 11,301 242
Mot \Vacancy 10 &% 10 % 1%
Construction GrowthRse 00w - R T
A bsorphon Rty 0.3% F (0 )
Avarage ALKy FentSe £ 02 §4 24 5«4 08

South Chicago Submarket Conclusion

Based on the preceding analysis. the South Chicago Industrial market demaonstrates relatively sound
fundamentals Analysis of supply and demand indicators suggests the market (g currently slable with no
evidence to prove this will change any time soon. The greatest weakness of the market appears to be its high
vacancy rates

The stability of the local industnial submarket and the built-up nature of the area have a positive impact on the
subject property The indusirial uses surrounding the subject are Infill sites with high ratio of building to land As
a result. it 18 reasonable that there would be demand for assemblage.

EXPOSURE TIME & MARKETING PERIOD

Exposure time is defined as “The estimated length of time the property interest being appraised would have
been offerad on the market prior to the hypothetical consummation of a sale at market value on the sffective
date of the appraisal a retrospective opinion based on an analysis of past events assuming a competitive and
open markst" (The Dictionary of Real Estate Appraisal Appraisal Institute 2010) Reasonable exposure time IS
impacted by the aggressiveness and effectiveness of a property s exposure to markst participants. avallability
and cost of financing and demand for similar investments Exposure time is best established based the recent
history of markating periads for comparable sales discussions with markst participants and information fram
published surveys

Exposure Time Conclusion

The subject is a portion of an inactive rail comdor that abuts several differant properties with varying
ownership The subject passes through portions of the local area that are dominated by industrial uses While
new development Is currently stalled due to the onhgoing sofft macroeconomic conditions. acquisition by
abutting users would be a desirable opportunity given the infill nature of area Considenng these factors a
reasonable estimata of exposure time for the subject praperty to a single intenm investor is 18 to 24 months
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INTRODUCTION

The highest and best use of an improved property is defined as that reasonable and most probable use that
will support its highest present value The highest and best use or most probable use must be legally
permissible  physically possible, financially feasible and mawmally productive. This section develops the
highest and best use of the subject property As-Vacant

AS-VACANT ANALYSIS

Legal Factors

The legal factors that possibly influence the highest and best use of the subject site are discussed In this
section Private restrictions zoning buliding codes histaric district controls. and environmantal regulations are
considered (f applicable to the subject site As a portion of a rallway comdor the legal factors affecting the
subject are different from typical real property The Zoning of the subject and abutting properties are industnal
in nature. Qverall, legal factors support industrial uses

Physical & Locational Factors

Regarding physical charactenstics. the narrow width and long shape preclude most development options
without assemblage. Of the outright permitted uses physical features best support assemblage with
nesghboring parcels.

The subject’s mmediate area is proximate to Interstate 55 with access points at Western Avenue. California
Avenue and Pulaski Road The I-55 comidor is charactenzed with a heavy concentration of industnal uses In
addition there is strong demand for industnial land along the Chicago River (South Branch), which runs parallel
to the north of the expressway. Land uses south and east of the subject are all industrial in nature  On balance,
the subject is dominated by industrial uses and the most likely use of the subject would industnal in nature

As-Vacant Conclusion

The subject is located in a heavily developed area with existing utility and road infrastructure in place. The
adjacent ownership would be enhanced through plottage. which is the consolidating of adjacent lots into ohe
larger lot. with the consaquent result of improved usability and increased value Future development of abutting
parcels would benefit from the expanded site area which could be created Overall the subject's highest and
best use as-vacant is concluded to be assembilage and future iIndustnal




INTRODUCTION

The following presentation of the appraisal process deals directly with the valuation of the subject property The
ATF Value of the subject’s fee simple interest s estimated using the Sales Companson Approach The Cost
and Income Capitalization Approaches are not applicable when valuing small portions of rall corridors such as
the subject and are therefore excluded Their exclusion 1s not detnmental to the reliability or credibility of the
final value conclusion

SALES COMPARISON APPROACH

The Sales Comparison Approach is based on the principle of substitution. which asserts that no one would pay
more for a property than the value of similar properties in the market This approach analyzes comparable
sales by applying transactional and property adjustments in order 1o bracket the subject property on an
appropnate unit value companson The sales companson approach is applicable when sufficient data on
recent market transactions is avallable Alternatively, this approach may offer limited reliability because many
properties have unique charactenstics that cannot be accounted for in the adjustment process

In valuing corridors. direct comparison of carndor sales is not rellable due 1o the limited number of sales and
varying physical location and market factors The preferred methodology is using an ATF or Across The
Fence Valuation The basis of this method Is the premise that the value of a comdor should be at least as
much as the land through which the comdor passes The ATF value is estimated by establishing a value
estimate of adjoining land

LAND VALUATION

To establish the ATF Value the subject has been analyzed by sales of individual parcels The subject is
analyzed pnmarily by its location and zoning of adjacent properties As previously discussed, the zoning of the
subject and abutting properties varies but is primarily influenced by Industrial uses As such we have
incorporated nearby industnal sales into this analysis In an ATF valuation the underlying assumption is that a
corridor is worth at least as much as the land through which it passes

UNIT OF COMPARISON

The most relevant unit of comparnison is the price per square foot. This indicator best reflects the analysis used
by buyers and sellers in this market for land with similar utility and zoning In this marketplace

COMPARABLE SELECTION

A thorough search was made for land sales in terms of proximity to the subject (location), zoning. and date of
sale In selecting comparables. emphasis was placed on confirming recent sales of industrial sites that are
similar to the subject property in terms of location and zoning Overall, the sales selected represent the best
comparables available for this analysis

ADJUSTMENT PROCESS

Qualatative adjustments are made to the comparable sales The following adjustments or general market
trends were considered for the basis of valuation

Transactional Adjustments
Dollar adjustments to the comparable sales were considered and made when warranted for transitional
adjustments in the sequence shown below
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Property Rights Transferred

Financing Terms

Conditions of Sale

Expenditures After Purchase

Market Conditions

The valuation of the subject site was completed on a fee simple basis. |f
warranted leased fee leasshold and/or partiai interest land sales were
adjusted accordingly.

The subject site was valued on a cash equivalent basis. Adjustments were
made to the comparables involving financing terms atypical of the marketplace

This adjustment accounts for extraordinary motivation on the part of the buyer
or seller often associated with distressed sales and/or assemblages

Adjustments were applied if site conditions warranted expenditures on the part
of the buyer to create a bulldable site Examples include costs for razing pre-
exsiing structures general site cleanng and/or mitigation of environmental
IssUEsS

Market conditions adjustments were based on a review of historical sale data.
markat participant interviews and review of current versus historical pricing
Based on my research, the following table summarizes the market conditions
adjustment applied in this analysis

FLAT ADJUSTMENT

Par ¥ aad ol

Based on my research and interpretation of value trends | have elected to apply a flat market conditions
adjustment The analysis applies an upward market conditions adjustment of 2% annually reflecting the
relatively consistent appreciation that occurred betwesen the oldest comparable sale date up through the

effective valuation date

LAND VALUATION PRESENTATION
The following Land Sales Summation Table Location Map and datashests summarnze the sales data used in

this analysis
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LAND SALES LOCATION MAP
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ATF VALUE

Adjustment Process

The comparable land sales indicate an adjusted value range from $514 to $6 B0/SF with a median of
$5 48/SF and an average of $5.67/SF The level of total adjustment applied to the comparables is considered
to be moderate Overall the availability of market data and extent of analysis was adequate 1o develop a
reasonably credible opinion of land value The adjustment process for each comparable land sale is illustrated
in the following paragraphs

LAND SALES ADJUSTMENT GRID
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In addition to the above transactions, consideration is also given to the following active listings of industrial land
and broker survey

e 4701 W 28" Cicero, IL - The B 4 acre parcel of land is an asphalt-paved lot that is listed for $7 38/SF
of land area

« 24" and Rockwell Chicago. IL - The 8 2 acre parcel of land is located approximately one block north of
the subject's Northermn Partion at a price of $5.03/SF of land area

s 2642 W 18" Chicago, IL = This small (0.55 acre) parcel of industrial land is listed for $8 13/SF of land
area

¢ John Basile Colliers Intemational reported that in-fill industrial land Is generally $8/SF in the |-55
industrial corndor
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ATF Conclusion

Based on the prior analysis. industrial fand in the subject’s immediate area is concluded fo support a8 ATF value
for the subject of 35 50/SF

CALCULATION OF ATF VALUE

COM POMENT SURJECT &F $/5F COMNCLUSION ATFVALUE
Biwthwrn Pomior 10 ma ' L = 5 180 000
TOTAL PROPERTY Falil) 3 = $1,180.000

VALUE CONCLUSION

The following table conveys the final opinion of Across the Fence value of the subject site that is developed

within this appraisal repon!
ANALY SIS OF VALUE CONCLUSIONS
MARKET VALUE
VALUATION INDICES ASS
IHTEH_E!:F APPRAISED = FEE SMF_LL-
OATE OF VALUE JULY 23 2012
FINAL ACROSS THE FENCE CONCLUSION §1,160, 000
§/SF 55 S5QUSF
Exposura Time 18 to 24 Months




| certify that. to the best of my knowledge and beiief

The statements of fact contained in this report are true and correct

The reported analyses opinions. and conclusions of the signer are lmited only by the reportad
assumptions and limiting conditions. and are my personal, impartial, and unblased professional analyses,
opinions, and conclusions

The signer of this report has no present or prospactive interest in the property that is the subject of this
report, and no personal interest with respect to the parties involved

Jeremy Walling MAI. MRICS has performed no services. as an appraiser or in any other capacity, for the
property that is the subject of this report within the three-year penod Immediately preceding acceptance of
this assignment

The signer is not biased with respect to the property that is the subject of this report or to the parties
invoived with this assignment

The engagement in this assignment was not contingent upon developing or reporting predetérmined
results

The compensation for completing this assignment is not contingent upon the development or reporting of a
predetermined value or direction In value that favors the cause of the client. the amount of the value
apinion the attainment of a stipulated result, ar the occurrence of a subsaquent event directly related 1o the
intended use of this appraisal

The reported analysis. opinions. and conclusions were developed, and this report has been prepared, in
conformity with the requirements of the Code of Professional Ethics and Standards of Professional
Appraisal Practice of the Appraisal Institute. and the Uniform Standards of Professional Appraisal Practice
as set forth by the Appraisal Standards Board of the Appraisal Foundation

Jeremy Walling MAI, MRICS inspected the property that is the subject of this repon

Felicia Bell provided significant real property appraisal assistance 10 appraiser signing this certification
Assistance included gathering analyzing and reporting regional and local area information. confirming and
analyzing the subject’s zoning and tax information. and confirming some of the comparable data used for
this analysis




CONTINUED Graocd

The use of this report is subject to the requirements of the Appraisal Institute relating to review by its duly
authonzed reprasantatives

As of the date of this report Jeremy Walling. MAI, MRICS completed the continuing education program of the
Appraisal Institute

: [-.-:K\JA«W‘
iR e, 0 B P )  September 10. 2012

Jeremy Walling. MAIL MRICS Date
Managing Director | Chicago

Certified General Real Estate Appraiser

State of llinois License #553-001377

+1312 602 6157

jaremy waling@collers com
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This appraisal is subject to the following assumptions and limiting conditions

» The appraiser may or may not have been provided with a survey of the subject property. If further
verification Is required a survey by a registerad surveyor s advised

» We assume no responsibility for matters legal in character nar do we render any opinion as to title. which
Is assumed to be markstable All exsting llens encumbrances and assessments have been disregarded
uniess otherwise noted and the property is appraised as though free and clear, under responsible
ownership, and competent management.

« The exhibits in this report are included to assist the reader in visualizing the property We have made no
survey of the property and assume no responsibility in connection with such matters

* Unless otherwise noted herein it is assumed thal there are no encroachments. zoning or restrictive
violations existing in the subject property

s The appraiser assumes no responsibility for determining if the property requires environmental approval by
the appropnate goverming agencies. nor if it 1s in violation theraof unless otherwise noted herain

¢ |Information presented in this report has been obtained from reliable sources and it s assumed that the
information 18 accurate

* This report shall be used for its intended purpose only and by the party to whom it is addressed
Possession of this report does not include the right of publication

« The appraiser may not be required to give testimony or to appear in court by reason of this appraisal, with
reference to the property in question unless prior arrangements have been made therefore

» The statements of value and all conclusions shall apply as of the dates shown herain

» There s no present or contemplated future interest in the property by the appraiser which is not specifically
disclosed in this report

« Without the written consent or approval of the author neither all nor any part of the contents of this report
shall be conveyed to the public through advertising, public relations. news sales or other media This
applies particularly to value conclusions and to the identity of the appraiser and the firm with which the
appraiser 1s connected

o This report must be used in its entirety. Rellance on any portion of the report independent of others, may
lead the reader to erroneous conclusions regarding the property values Unless approval is provided by the
author no portion of the report stands alone

¢ The liability of Colliers International Valuation & Advisory Services its principals agents and employees Is
limited to the ciient. Further there is no accountability. obligabion, or liability to any third party If this repont is
placed in the hands of anyone cther than the client, the client shall make such party aware of all imiting
conditions and assumptions of the assignment and related discussions. The appraiser is in no way responsible
for any costs incurred to discover or correct any deficiency In the property,

= The appraiser is not qualified to detact the presence of toxic or hazardous substances or materials which
may influence or be associated with the property or any adjacent properties, has made no investigation or
analysis as to the presence of such matenals. and expressly disclaims any duty to note the degree of fault
Colliers International Valuation & Adwisory Services and Its principals agents employees shall not be
liable for any costs, expenses assessments of penalties. or diminution in value property damage. or
personal injury (including death) resulting from or otherwise attributable to todc or hazardous substances
or matenals including without limitation hazardous waste, asbestos matenal formaldehyde or any smoke
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vapors, soot, fumes acids alkalis toxc chemicals, liquids, solids or gasses waste matenals or other
irritants. contaminants or pollutants

« The appraiser assumes no responsibility for determining If the subject property complies with the
Amencans with Disabilies Act (ADA). Colliers International Valuation & Advisory Services its principals
agents. and employees shall not be liable for any costs, expenses. assessments. penaities or diminution in
value resulting from non-compliance This appraisal assumes that the subject meets an acceptable level of
compliance with ADA standards if the subject s not in compliance. the eventual renovation costs and/or
penalties would negatively impact the present value of the subjsct If the magnitude and time of the cost
were known today, they would be reduced from the reported value conclusion.

= An on-site inspection of the subject property was conducted No evidence of asbestos materials on-site
was noted A Phase 1 Environmental Assessment was not provided for this analysis This analysis
assumes that no asbestos or other hazardous materials are stored or found in or on the subject property. If
evidence of hazardous matenals of any kind occurs, the reader should seek gualified professional
assistance |f hazardous materials are discovered and If future market conditions indicate an impact on
value and Increased perceived nsk a revision of the concluded values may be necessary.

+ A detalled solls study was not provided for this analysis The subject's soils and sub-soil conditions are
assumed to be suitable based upon a visual Inspection, which did not indicate evidence of excessive
settiing or unstable solls. No certification |s made regarding the stability or suitability of the soil or sub-soil
conditions
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Accelerating success.

These definfions wers exracted from the
following soulces of publcitions

The Dichonacy of Real Estate Apprassal
Fith Eation Apprasal ingtitute. Chicago
inois, 2010 (Dictionary)

Linifoem Standants of Professons Apgramsd
Pracnice. 2010-201 1 Edition (USPAP]

The Apprsital of Real Estafe, Thirteanth
Edimon. Apprasal Instiits Chicago. llincis
2008 (13" Eqnion)

Marshall Valusion Service Marshall & Swift
Los Angeles, Callformia (MVS)

Abhsolute Net Lease

A lesse n which the snan! pays ol
sxpenses inciuding structursl maintenance
building resarves and management. olen a
long-term lease o a credi ienan
{Dectawnary)

Ad Valorem Tax

A real estale o based on the assessed
value of Ihe property which I8 not
necesaarly eguivelent o ds market value
(13" Ection)

Aggregate of Retall Valyes [ARV)

Tt sum af the separate and disting! marke
value opinigns for sbch of the LIS in
condominium  subdivision developmant, of
portfolio of properdies. as of thé daia of
valuation The sggregale of retedl values
does nol represard an opyrion of value, it =
simply e total of mulliple market value
conclusons (Dechonary)

Arm's-lengih Transaction

A transaction betwesn urreisied partes
under na duress (13" Editon)

M#s_ﬁamn Value

The ssiimale of the market value of réal
property i s cument physical condition
uss and zoning s of the appraisal date
{Dvetionary)

Assessed Value

Tha value of & property sccording 1o the i
rolls in a0 valorem taaabon may be Righe:
of lowear than Markst value. or based on an
astssament rafio that s & parceniage of
macked value (13 Edition)

Average Dally Room Rate (ADR)

In the lodging ndustry, 10ial guest room
revenue dnaded by the tolal number of
occupied rooma (Dictionary)

Band of Investment

A techmgue i which he Capitsizaton rales
sitributable 0 componants of & capdal
investment ate weighted and combined 10
danve & waighted-average ate sttnbulsiie
o the total inveatment (Dotidoacy!

Bulk Sale

Tha sais of 'wo or more parcels of real
bstale 10 One bupst In One Iransachion
Usually & bulk sale will inveive multiple
or improved

parcals of either vacan
properties (Cectonary)
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Bulk Sale Valuation Scenario

In  subdivision dEvelopmant Snalysis B
apacific appraisal problem in wiveh @ group
of properies /s evaluated 1o form a0 oMion
of bilk vaiue The underying premise is the
valuation of an entire group of lots or unity 10
one purchase: as one ale The valuaton
scenanc cordiders the individusl valses of
sach property, the absorplion penod needed
io seil the entire propery inveniory Gver
tme and sppropriate deductions and
discounting loe halding and sales cosla a9
well as profil Lending inaditubions typecally
reguire an analyms of the bulk sale valuation
scanatio as part ol the financing of fract
AR NImEntE (DNCIONRIY)

Bulk Value

The valum of multiple unita sutdivided lots.
of properies in a portfolio as though sold to
& single buyst N one  IraNsaction
Somelmes callsd bulk sal Ve
{Dictionary)

Cash-Equivatant Price

The price of & propety with above- of beiow-
market finsncing expressed in terms of the
price that would have been paid n an el
cash sale (Dictionary)

Common Area

The totel ama within @ property that is not
designed for sale or réntal buf s eviliiabls

for commen use by all owners. lenants. or
thewr Invitees eg Dparking and ois

Contract Rent

The actual rental income specified n 2
lsasa (13th Edition)

Cost Approach

A set of procedures through which a value
indication s defived for the fee simple
internst in @ property by estimating ihe
culment cost 10 construct & reproduction of
(or replacemant for) the existing structure
including ®n  entreprenautial  incentive
deducting depracistion from the total cost
and adding the estimated land value
Adusiments may then be made 1o the
indicated fee simple value of the subject
property 10 reflect the value of the property
interest being apprmsed. (13th Editian)

Curable Functional Obsolescence

An stament of deprecsation a Curabile defect
caused by & faw in the struciure matenals
o tesign which can be practically and
econgrmically comected (Dvctonary)

Debt Coverape Ratio (DCR)

The ratio of net operating iIncome o annual
detn service. which measures the relative
ability of a property 1o mest iis debt service
out of nel operating income &lso called dedf
service covernpe ratip (DSCR). (Dichonary)

Delerred Mainlenance

Neaded repans or replacement of flems 1hat
shoyld have taken piace duning the Course
of normal mainienance Dictionary)

Depreciation

it mppraising. 8 loss In property value from
any cause ihe difersnce betwean the cost
of an improvemant on the eflective date of
the appraisal and the marker value of the
improvemnant on the same dale |Dctionany)
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Direct Costs

1 Expendilures for the labor and matenaeis
used in the construttion of IMprovemenia
also callad hosd costs (Dichanary)

42 The labor. matenal subcontracior and
heavy equipmen! cose direclly incorporated
into the construction of phymcal
imprevements (RS Means)

Discounted Cash Flow (DCF) Analysis

The procedure in which a discount rate s
applied 10 & sel of projecied INCOME sireams
and 8 reversion The analyst specfies the
quantity, vanabilty timing. and duration of the
incoma streams and the quantity and timing of
the reversion and discounts ssch o s
presant value af & specfied yieid rate
[Dictionary)

Discount Rate

An ineres! rale Usad 1o conven  Tuture
paymanis of receipls info present value
usually considersd 10 be B synonym for yrsd
e [Dictionary)
Disposition Value

The most probable pnce that a specified
intarest in resl propeny (s likely 10 Bring under
all of the following conditions

1 Congummation of & sale within  future
exposure tme specified by the chient

2 The propesty & subjected o marked
condiligns prevaling as of the date ol
v aHIEN DN

3 Boin the buyer and seller are acting
prudently and knowledgeably

4 Tha saller 18 uhder compulson 1o sall
5 The buyer is typically molivated

. Both parties are acting in what they
considar their best iMmarests

T An sdequate marketing efort will be
made during the exposure tme specified by
tha ciiant

8  Payment wil be made in cash n US
dollars or in terms of financial aTAngements

@ The prce represents the normal
conmideration for the property sold
unaffected by special or creative financing or
sales concessions granted by anyone
Aassociated with the sale

Thin defintion can also be modified o
prowide for valuation with specified financing
terma (Dictionary)

Easemant

An interest in resl property (hat Ifansfers use
but nol ownership, of a portion of an ownad's
property Access of right of way sasaments
may be acquired by private paries or pubic
utilihes Governments accepl conservation
open space and preservabion sasements on
private propenty (13" Edition)

Economic LiHe

The penod over which improvements to real
property contribule 1o propery value (11°
Edition)

Effective Age

The age of propedy that s based on the
amoynt of obssrved deterioration and
obsolescence il has sustained. which may be
diflgrent from s chronological  age
{Dictionary)

Effective Date

The date on which the analyses opinions.
angd aOWCE N an apprama.  revew. of
consulting service apply [Dicticnary)
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Effective Gross Income (EGI)

The anticipated income from il operabons
of the real property after an aliowance is
made for vacancy and colisction losses snd
a addition is made for any other income
{Dsctionary)

Effactive Gross Income Multiplier (EGIM)

The ratio betwaen the sale pnce (or value) of
a property and its effective gross income
[Dichondny)

EfMective Rent

The rental rale net of financial concessions
such as periods of no fent dunng the lease
tafm and above- Of Delow-markel tenant
improvements (Tisi. (Dictioniry)

Eminent Domain

The nght of govemment 10 take private
property for public use upon the payment of
just compensation The Fifit Amsndment of
the US Consiitution also known as ihe
takngs claise guarantess paymant of just
compensation upon appropristion of prvte
property (Dwtionary)

Entrepreneurial Incentive

A market-denved figure that represents the
amount an entreprensur expects (o receive
for his or her coniribufion to a project and
nsk (13" Eciton)

Enireprensurial Profit

A market-genved figure that represents the
amount an entrepreneur receivas for his of
het contribution to & project and risk. the
dfference between the fotal cost of a
property (cost of development) and I8
makat  value [(property  valus  after
complebon),  which  represents  the
enireprensur's compensaton for tha nak and
sxpeitise associated with development (13
Edition)

Excess Land

Land that is not needed 10 sefve OF Supporn
the exsting improvement The highest and
besi use of the excess land may of may nol
be the same as the highest and best use of
the impeoved parcal Excess land may have
the potental to be sold separatady and is
valued separately (Dictionary)

Excess Rent

Tna amount by which contract renl excesds
marke! ren! B the time ol Ihe appraisal
created by & lease favorable 10 the landiord
{legsor) @nd may refisct  unususl
managemenl unknowledgeable paties »
lsase execulion in an earier stronper rental
market or 81 agresment of the parties. Due
to the tugher risk inherent in the recenpt of
excess reni | may be calculated separately
and capitalized ot a higher rale i the INcome
capitalization approach (Dictionary)

Expense Stop

A clause 1 8 lease that imits the landiord's
expense obligation. which results in the

ivssee paying any operating expenses above
a siated level or amount (Dictidnary)

Exposure Time

The timé a DIODeMy reMmans On e mane
The estimsied length of time the property
interest being apprased would have been
offered on (he makel prde 1o the hypothetical
comsummation of 3 sake at market value on the
effective date of the appraisal & retrospective
estimale besed on an analysis of past svenls
sssuming A competifive snd Open Mmarket
(Oactronary)
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Extarnal Obsolescence

An eement of depreciation @ diminution n
valus caused by negative externalibes and
penerally ncurable on the pard of the owne!
andlord of tenent. (Dhitionary)

Extraordinary Assumption

An sssumption. dwectly relsted 10 a speciic
assignment. whech if found 10 be false could
v the appramers opinions OF conclusions
Extrmordiciary  asgumptions presume & fact
otherwise uncertin information Bbout physcal
legal, or economic charactenstics of the subject
property o aboyt conditions esemal fo he
propedy such as marke! condbons o trends. o
about the integrity of data used n an analyss
An estraordinary assumption may be used in an
aswgnmaent only it

= It s required lo propery develop credibie
opirsons and conciusions

« The appraesd has & reasonatis basis for
the extraordingry assumplion.

+ Use af the extracrdinary assumplion results
in & credible analyss. and

« The appraiser comples with Ihé disciosure
requirements sel foth in USPAF for
axtrnordinary assumptions (USPAP)

Fair Market Value

A letm that i 0 concepl smdar o marke
value In general usage used manly N
condemnation. ligation. Income tax. and
proparty tax sluations When an appresal
assignment involves developing an opnion of
Fasr miarked value the appropriate. requesite. and
precise definifion of the lerm depends on the
use of the sppraisal and the applcable
jurischiction Doy

Feasibility Analysis

A study of the cost-bengfit relsbonship of an
economic endeavor (LUSPAR)

Fee Simple Estate

Absolie ownership uhencumbered Dy any
othed inderesi of esisbe subject only 10 e
Imitations imposed by the govemmenial
powers of taxation. smnen! doman  police
powes and escheat (Dictionay)

Floor Area Ratio (FAR)

The relatonshp between the sbove-ground
fioor area of & building, as described by the
buiiding code. and the area of the piol on
which it stands. in plsnning and Zoning, ofien
expressed a8 A decmal eg. & rato of 20
indicates that e permmseible floor area of a
buddng & twice the ol land ama
{Dichonary)

Functional Obsolescence

The impaiment of funclional capacity of a
property according 10 market tastes and
standards [Dictionary)

Functional Utility

The abiity of & property or building to be usetul
and 1o pediorm the funclion for which it is
nended according 10 current marke! lasies
and standards. the efficiency of & buldings
use i terms of architectural style design and
layout trafic patiems. and the e and type of
rooms. (130 Ecifion]
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Furniture, Fixtures, and Equipment (FFRE)

Busmess rade futures and personal property,
sxciusve of mventory (Diclionary)

Going-concern Value

1 The markst value of & the tangible and
intangible Bssets of an esiablmhed and
operaling business with an indefinies e as i
soid in aggregats more accurately termad ihe
I B of [T QDOING COnBm

2 The value ol an opersling businessy
ertarpriae Goodwdl may D separstely
Measured but & @ intagrel component of
going-concern value when (| exists and s
recogrizabie (Dsctonay)

Gross Buliding Ares (GEA|

Totsl floor area of a bulidng exciudng
unenciossd arsas. measured from the exiend
of the walh of the above-gmde arsa Thiy
incluces mezzannes nd basements  ang
whan fypcally noluded N the regon
(Crcticerary?

Giross Leasable Area [GLA) - Commerclal

Total floor area designad for the bccupancy ang
exchusive use of lenams including basements
and mezzanines maasured from the center of
jont parilioning 1o the outsiie wall surfaces.
[Cctionary)

Gross Living Area (GLA) - Residential

Total area of finished above-grade residentisl
area, calculsted by measurng the oullide
permeter of tha structure and nciudes only
fireshed habiable above-grade lying space
{Finished basements and sthc areas ate not
genarally ihcluded In lotal gross living area
Local practices. however may differ)
[Oichonary)

Highest & Best Use

The regsonably pobable and legal ute of
vacant land Of an improved property that &
piTysCally posSiie  BPErOpnately SUPDONad.
financialy feasitie and that results in the
mighest value The four criena the highest and
best uss mus! Meet are legal permissibdity,
physical possibilty financal feasibilty and
manmum productivity ((Dschionary)

Highest and Best Use of Land or & Site as
Though Vacam

Among afl ressonable aemative uses the
use that yields the mghest present land value
after payments are made for labor captal
and coorgination. The use of a property bhased
on the sssumption that the parcel of land &
vacani or can be made vacant by demolishing
any improvementy (Dichonary)

Highest and Besi Use of Property as
lmproved

The uss that sholdd be made of @ proparnty as
it axisty An sxising improvement should be
menovetsd of Metmined 85 B 80 long a8 A
contifues to comtnibuts 0 the folal market
vislie of the property, or uniil the refum from a
new improvement would more than offset the
cost of demolishung the existing budding and
constructing » new one [ [xtonary)

Hypothetical Condition

That which s contrary 10 what exists but &
wpposed for the pupose of analyss
Hypothetical condiicns Basuyme  CONGRoNS
conirery to known facts about physical legal.
or sconomic charsctenshcy of the subject
property o about condifions axdemal io the
propaty, Such Bs market condtions of trends.
o shoid e negety of date ussd In Bn
analysis (USPAR)
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Income Capitalization Approach

in the income capitalization spprosch  an
Sppraisel anslyres a property's capacty o
perarate future benefts and captaiizes fhe
income into an indication of presanl value
The principle of anticipahon & fundamentsl 1o
thia approach Technigues and procedures
fiom this approach are used o analyze
comparable sales data and 1 measure
cbeolescence N the cos! approach (13N
Eation)

Incurable Functional Obsaclescence

An slement of deprecighon a delect caused
by » deficency or superadeguacy In the
structure. materals. or design thst cannot be
praciically of econorvcally coffecied
(Dictionary)

Indirect Costs

Expendtures or aliowances for items other
fran fabor and matenais thal are necessary
for construction but are not lypically pan of
ine construction contract Indirect costs may
include adiministrative costs.  professional
fees financing costs and the interest paid on
construction loans. taxes and the bullders of
gevelopers  all-nsk  insurance  dunng
constiuction. and markeling sales. and
lease-up costs incurmed  to  achieve
occupancy o sale (Dictionary)

Insurahle Value

The value of an asset or assel group thal s
coversd by &n mnauance policy can be
estimated by deducting coste of non-
insurable tems (eg lsnd valus) from
market value (MVS)

Interim Use

Thie temiporary use 1o which a sie of iImproved
propedy & put until @ is ready 1o be put fo its
future Mighest and best use (1Y Edibon)

Leased Fee Interest

A freahok! (ownership inferest) whers the
possessory interest has been granisd Io
another party by creation of a contrachusl
landiorg-lenant reistionship (Diconary)

Leasehald Interesi

The lenant s possessony interest created by a
sasa (Dctonary)

Legally Nonconforming Use

A use that was lawfully established and
maintained but no longer conforms o the uss
reguiatons of the curent Zoning in the zone
whare # w localed 8o known = @
grandfiinend uss (Daionary)

Market Study

A macosconomic analyss thsl examines he
general market conditions of supply. demand
#nd pnong o he demographc of demand for
8 specific wea or propery ftype A market
shudy may also ncude analyses of
construction and absorption  trends. (17"
Etitwu))

Marketability Study

A micoeconomic study Mal eamnes the
marketabilty of @ given property or class of
propertes.  Ususlly focusing on the market
sagmanis in which the properdy s Mkely 1o
generate demand Marketabiity studies are
useful in determiing & specific hghest and
best use lesbNg CevelODMent Droposas and
projecting a0 appropriate tenant mix (13"
EdMion)
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Market Analysis

A process for examining the demand for and
suppty of a property type and the geographic
market area for that propedty type This
process s sometimes redemed (o B @ use
search of o ste (13 Econ)

Market Area

The geographic or locational delineation of e
marked for 8 specific category of real estate.
e the mrea in which gllemative similas
properes sfectively compate with the subject
property in the minds of probable potential
purthasers and users (180 Eciion)

Market Rent

The most probable rent that a property should
biing iIn & compeliive and cpen mankm
reflecting all condiions and resinclions of the
il lease agreemen) ncuding the renisl
adjustment and revaluation permilted uses
use restficions eExpense obligabons. ierm
concessions renewal and purchasa options
and tenant improvemants (Tis) (13th Edibon)

Market Value

The mos! probable pnce which a property
should bring In & compstiive and open
market under all conditions requisite to & far
sala the buyer and seller each acting
prudently and knowledgaably. and assuming
the price is not affecied by undue stimubus
implicit in this defindion is the consummation
of » sale as of u specified Gate and ihe
passing of titie from salier to buyer undes
conditions whereby

| buyer and seller ars typically motivated.

2 both parties are well infformad or well
advised and acting in what they consider
their own bast inlsrests

1 a measonabls tme s allowsd for
axposure in the open market

4  paymenl 1§ made In lerms of cagh in
US oolers o in terms of financial

5 ithe pnoe represents the nomal
consderation for the propety  sold
unaffectsd by special or creative financing or
sales concessions granted Dy anyone
associsted with the sale (Offics of
Conptrober of the Curmency (OCC) Tite 12
of the Code of Federal Regulation. Part 34
Subpart C - Apprassals. 34 42 (). Office of
Thelt Supsrvision (OTS), 12 CFR 564.2 (g)
This iz also compalibie with the RTC. FDIC,
FRS and NCUA gefintions of mane! value |

Net Operating Income (NOI)

The actual or anficipated nel intome that
remains sfter Ml operating expenses are
deducted from effective gross income. but
before mortgage dabit service and book
depreciation are deducted Nota Tha
definiion mirrors the convention used In
corparate finance and business valuation for
EBITDA (eamnings befors interesl tases,
depreciation. and amortzation) (Dictionary)

Obsolescence

One cause of depreciation an impairment of
desvabiity and usefuiness caused by new
invenbions. changes in design. iImproved
processes for production of external factors
that make @& propery iess desrable and
valuabie fof 8 continued use may be siher
functional or extenal (Dictionary)
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Off-site Costs

Costs mcumed n the dewelopment of a
propect extiuomg actusl bulding consinichon
costs. &g fhe costs of strests sdewalks
curbing. traffic sgrala. and waler and sewer
mais BisH calied common costs of off-ade
Wryovemenl costs. (Dectonany)

On-site Costs

Cosis incumred for the actual construction of
bisichngs and improvemenis on & perbcular
sl [Dwctionary)

Overage Rent

The percentage rent paxd over and sbove the
Quaranised minemum rent of bass rent
calculatnd as a percentage of sales In excees
of & specified breakeven sales volume (15
Ecition)

Overall Capitalization Rate (OAR)

An income rate for 2 total real property interest
that reflacty the relationship between & singie
yéars nél opersiing income Expectancy and
the total property price or valus (Dctonary)

Potential Gross Incoms (PGI)

Trie total income attributable 1o resl property
al fill occupancy belore vacancy and
gperating expenses o  deductsd
(Dchionary)

Potential Groas Income Multiplier (PGIM)

The ratic between the sale pnce (of vilue) of
& properly and its snnual potenbial gross
income (PGIM = VIPGI) (Dictionary)
Present Value (PV)

The value of 3 hture payment or setes of
flure payments dwcounted o the curment
dale or io time penod zero. (Dictionay)

Parking Ratio

The raba of parking aea o parking spaces 1o
an sconomeC of physical und of companson
Minkmum requiied parking ratios for vanous
land uses are oflen stated In  2oning

ordinances (Dctanary)
Prospective Opinion of Value

A valme opron effective as of a specified
huture date The lerm does not define a type of
value Instead f identfes a value OpnIOn a8
effectve at some specific futre date An
opinion of velue as of 8 prospective date is
frequently sought In connection with promcts
that ars proposed, under consiruchon of
under comversion o @ new use, o those that
have not acheved seiflout of @ stabdized level
of long-erm occupancy (Dectionary)
Qualitative Analysis

The process of accountng for Offerences
{such as between comparable properes and
the sutyect property) that are not quantified
may be combined wih guantitatve anafyess
(Dectionary)

Quantitative Adjustment

in the sale companson approach, he process
of making numencal adjustments 1o the sale
prces of comparable properies. including
data analysis techniques (pared Oale
anglysis.  prouped dsla  analysis  and
secondary deta analyss) stsbebicsl analyss.
graphic analysis trend analysis COS! analyms
{costto-cure.  depreciated  cosf)  and
capialization of rent differences  ususlly
precedes qualiatve analysis (Dationay)

Rentabie Area

The msmouni of space on which tha ment &
based calculsted according to local prachcs
{Dictionary)
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Replacemant Cost

The estmated ool 0 construct @ ourrent
prces as of the affective spprasal dsie a
subatitute for the bulding being appraised
using modem maslenals and cuTent
standards design and layout (13" Edition)

Reproduction Cos!

The estmaied cosl 10 construct, & curmeni
prces as of the effective date of the apprassal
an exact dupkcale of Tepica of he buiding
beityg appraised ueng the same malersis
consfruction standards design layout and
quality of workmanship and embodying &l the
deficiencies BUDEBORQUACIES and
obsclescanca of the subjpect bulding (T3h
Eton)

Ratrospective Value Opinion

A valus opmon effective 28 of a speafic
nistorical date The temm does not define a
type of valbe Intlaad I defines & value
opinion as beng effective &t some specific
prior date Inclusion of this type of vaiue with
(s term s apropiinte &g “rebospective
market value opmeon | Dchonmny )

Sales Comparison Approach

The process of defiving a value indication for
the subject properly Dy companng similar
properiies that have recantly sold with tha
property being appraised. identifying
appropnate units of companson. and making
adjustments Io (he sals prices (or unil prices
as appropriate) of the comparable properties
tased on relevant market-denved elaments
of comparison The sales comparison
approach may be used 10 value improved
propeihes. vecant land of land being
considersd as though vacani when an
sdequate supply ©f comparable ssles
svailable (13" Ectition)

Scope of Work
The type and exieni ol research and

analysis in @an assignment Scope of work
includes. but is not limited to

The exiant 1o which the propery s idenihed,

The extent 1o which tangible propery is
inspected

The type and extent of data ressarched, and

The type and sxient of snalysis applied 1o
@rtive at opinions of conclusions. (LISPAP)

Shopping Center Types

Community Centar A shopping center of
100,000 to 450 000 square feet that usually
containg one junior department store. &
variety store discount of department store
A community SHhoppIng canes generally has
betwesn 20 and TO relail lenants and &
market population support of 40000 to
150,000 people

Newghborhood Center The smallest type of
shopping center, generally with a gross
iomsable sred of Detween 30.000 and
100000 squars feel Typical anchors
inclugde supermarksts and pharmacaes
Neighborhood  shopping centers  offer
convenience oOds and personal services
and usually depand on & mane! population
suppor of 3 000 to 40 000 people

Power Center A large canter of 500,000 1o
2.0 million square fest anchored by three or
more tulk-line department slores This type of
cantar s typically supporied by a population
area of 300 000 people (13" Edwon)
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Shopping Center Types (cont.)

Begional _Cenler A shopping centsr of
300 000 1w 00,000 sguare leet that s buil
around one of two full-ine department stores
of approwmately 200 000 squasre feet sach
plus small tenant spaces This type of center
s typically supported by a minimum
population of 150,000 peopie

Supsradequacy

An excess N the capacity o quality of &
structure oF  siructural  component
determined by  market  standards
Dichonary)

Surplus Land

Lang that 18 not cumently nesded 1o support
the sxsiing improvement but cannol be
separsiad from tha property and sold off
Surpius land does nol have an independent
hughest and best use and may or may nol
contribute value to the improved parcel
(Dictionary)

Tenant improvements (Tis)

1 Fleed improvemaniy o (he land o
structiures installed for usa by a lessee

2 The orginal installetion of finished tenant
space in 8 conglfuction project, subject fo
penodc change for succesding tenants
(Chetinnary)

Triple Net Leass

A lease In whech the lenant assumes all
expanges (Txed and vanabls) of operating a
property escapt fthat the landiord s
responsibie  for  siructural  maintenance
building reserves. and managemeni Also
called NNN Inple nef lsase or fully nel
lease (Dictonary)

Usable Area

The atea that is actually used by the tenants
measuwred from fhe mside of the exienor
walls 10 the nside of walls separsting the
space from hallweys and common areas
Doty

Useful Life

The penod of ime over which a struciure of
8 component ol a property may reasonably
be expecied to perform the function for
which it was cesgned (Dichonarny)

Vacancy and Collection Loss

A ceduction from potential gross Income
(PGI) made to reflect mcome deduchons dus
to vacances lenani tumover, and non-
paymeni of rent. also called vacancCy anid
crodil s Or vecancy and confingency oss
Ohen vacancy and collection loss s
expressed as a percentage of potential
gross income and should reflsct the
competitive market Iis trestment can differ
accotding 1o the inferest being appimised.
propedty type capdalization method, and
whethet the propety s o  stablkred
occupancy (Drctonary)

Yield Capitalization

A method used to convert future benefits
into present value by 1) discounting sach
future benefit at an appropriate yleld rate. or
2) developng an overall rate that explicitly
reflacts the investment's incoma patem.
holding penod. values change, and yield rale
{Dictanary)
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BUSINESS EXPERIENCE
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shopping malls. while industnal assignments
nclude OEiINDution warehouses  fruck
termingia  and manutactuning tacilities
Offica assignments include high-nse CBD
puiidings. low- to mad-nse suburban offices
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integra Reaity Resources in Chueago. IL. His
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analyst with Michae! Lady Advisors
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September 10, 2012

BNSF Raiway Company

c/o Roger Schwinghammed

Jones Lang LaSalle

4105 N Lexington Avenue, Suite 200

Arden Hills MN 55126

RE: Former BSNF Rail Corridor
W 31st Street 1o S. Western Avenue
Chicago, lllinois 60623

Colliers File # G120304

Mr Schwinghammer

This appraisal report is intended to satisfy the scope of work and requirements agreed upon by Jones Lang
LaSalle and Colliers International Valuation & Advisory Services The date of this report 1s September 10
2012 At the request of the client. this appraisal is presented in a Summary appraisal format as defined by
USPAP Standards Rule 2-2(b) This format provides a summary descrnption of the appraisal process. subject
and market data and valuation analyses

Thea purpose of this appraisal is o develop an opinion of the Across the Fence Value of tha subject property s
fee simple interest. The following table conveys the final opinion of market value of the subject property that is
developed within this appraisal report

VALUE TYPE INTEREST APPRAISED DATE OF VALUE

ATF Value Fap Sompie iy 23 2014 $2 170 000

The subject is a portion of an inactive BNSF railway cormdor that traverses from 31st Street to point just west of
South Western Avenue along the south side of West 27th Street in the City of Chicago. The corndor Is inactive
and bypasses several abutting parcels zoning distncts and uses most notably indusinal and special use
(govermmental) The site is generally a long narrow strip of land that is typically at grade with surraunding
parcels As noted below the subject has a total estimated land area of 413,168 SF (8.48 AC). The land area is
estimatad based on surveys provided by BNSF

The analyses opinions and conclusions communicated within this appraisal report were developed based
upon my interpretation of the requirements and guidelines of the current Uniform Standards of Professional
Appraisal Practice (USPAP) the requirements of the Code of Professional Ethics and the Standards of
Professional Appraisal Practice of the Appraisal Institute




The report in its entirety including all assumptions and limiting conditions, is an integral part of and
inseparable from_ this letter USPAF defines an Extraordinary Assumption as, “an assumption directly related
to a specific assignment. which. if found to be false could alter the appraiser s opinions or conclusions. USPAP
defines a Hypothetical Condition as, “that which is contrary to what exists but i1s supposed for the purpose of
analysis.”

The Extraordinary Assumptions and/or Hypothetical Conditions that were made during the appraisal process to
arnve at my opinion of value are fully discussed below | advise the client to consider these Issues carsfully
given the intended use of this appraisal. as this use might have affected the assignment results

EXTRAORDINARY ASSUMPTIONS
The subject's land areas were provided by the BNSF and are assumed to be accurate

No titie report was provided Discussions with the client indicate BNSF holds fee simple ownership over the
subject of this report  Fee simple ownership is assumed

HYPOTHETICAL CONDITIONS
No Hypothetical Conditions were made for this assignment

The signature below indicates my assurance to the client that the development process and extant of analysis
for this assignment adhere 1o the scope requiremants and intended use of the appraisal If you have any
specific questions or concerns regarding the attached appraisal report. or if Colliers International Valuation &
Advisory Services can be of additional assistance please contact the individuals listed below

Sinceraly,

COLLIERS INTERNATIONAL
VALUATION & ADVISORY SERVICES

TRl

Jeremy Walling, MAI. MRICS

Managing Director | Chicago

Certified General Real Estate Appraiser
State of llinois License #553-001377
+1 312 602 6157

jeremy walling@colliers com
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GENERAL INFORMATION

Property Name Former BSNF Rail Comidor
Proparty Type Land - Right-of-Way
Addross W 11sl Strest 10 5 Weslam Avehys
City Chicago
State Hinois
Zip Code 60823
County Cook
- Sta : 5 A g g
SITE INFORMATION
Land Area Acres Square Fest
Total §.49 413,169
Topography Levwsl 3t streat grade
5hlP¢ [rreggLil
Accoss Averagh
Exposure et 300
Current Zoning Vanoua (Sea foning Section)
Flood Zone Lone X

ismic Lone No Risk

As Vacant Assembiage And Future industrial

EXPOSURE TIME & MARKETING FPERIOD

Exposure Time

18 to 24 Maonths

VALUATION SUMMARY

MARKET VALUE
VALUATION INDICES ASIS

INTEREST APPRAISED iy FEE SIMPLE
DATE OF VALUE JULY 23 2012

LAND VALUATION

ATF VALUE §2.170.000
Value/SF §5 2651




Portion from Sacramento lo Westemn is highlighted in Green




Portion from Sacramento to W 31" Street is highlighted in Blue




LOOKING WEST ALONG SUBJECT (& 26 " STREET) LOOKING EAST ALONG SUBJECT (& 26 " STREET)

NEAR WASHTENA AVE, NEAR WASHTENA AVENUE

e
LOOKING NORTHEASTERLY ALONG SUBJECT LOOKING SOUTHWE
FROM SACRAMENTO AVENUE NEAR SACRAMENTO AVENUE

LOOKING NORTHEASTERLY ALONG SUBJECT i
FROM 30" STREET FROM 30™ STREET

LOOKING SOUTHWESTERLY ALONG SUBJECT
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PROPERTY IDENTIFICATION

The subject is a portion of an inactive BNSF rallway cormdor that traverses from 31st Street to paint just west of
South Westemn Avenue along the south side of West 27th Street in the City of Chicage The corridor is inactive
and bypasses several abuting parcels. zoning districts and uses most notably industrial and special use
(governmental) The site is generally a long narrow strip of land that is typically at grade with surrounding
parcels The subject has a total estimated land area of 413 168 SF (849 AC)

The entirety of the subject appears to be tax exempt and a detalled legal description was not provided
CLIENT IDENTIFICATION

The client of this specific assignment |s BNSF Railway Company ¢/o Jones Lang LaSalle

PURPOSE

The purpose of this appraisal Is to develop an opinion of the Across the Fence Value of the subject property's
fea simple interest

INTENDED USE

The Iintended use of this appraisal is to assist the client in making internal business decisions related to this
assal

INTENDED USERS

Intended users of this report includa Jones Lang LaSalle and BNSF Railway Company

ASSIGNMENT DATES

Date of Report September 10, 2012

Date of Inspection July 23 2012

Valuation Date - As-ls July 23, 2012

PERSONAL INTANGIBLE PROPERTY
No personal property or intangible items are included in this valuation
PROPERTY AND SALES HISTORY

Current Owner
A title report has not been provided Ownership of the subject property is assumed to be vested in BNSF

Three-Year Sales History
The subject Mas not sold in the last three years

Subject Sale Status
The subject is not currently listed for sale

DEFINITIONS

This section summarizes the definitions of value property rights appraised and value scenarios that are
applicable for this appraisal assignmant All other applicable definitions for this assignment are located in the
Valuation Glossary section of the Addenda

DEFINITIONS OF VALUE
Given the scope and intended use of tnis assignment, the definiion of ATF Value is applicable
Across the Fence (ATF) is defined as

‘In the valuation of real estate corndors, the value concluded based on a comparnson with adjacent lands
before the consideration of any other adjustment factors. The ATF value accounts for location and market



CONTINUED G120004

conditions. Accordingly, this is an intermediate value without (or pror to) the consideration of the comdor
factor” (Appraisal Institute. The Dictionary of Real Estate Appraisal Fourth Edition. Chicago. 2002, p. 5)

PROPERTY RIGHTS APPRAISED

The property rights appraised constitute the fee simple interest
VALUE SCENARIO

The valuation scenaros developed In this appraisal repont include the ATF Value
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INTRODUCTION

The appraisal development and réporting processes requires gathering and analyzing information about those
assignment elements necessary to properly identify the appraisal problem 1o be solved The scope of work
decision must include the research and analyses that are necessary o develop credible assignment results
given the intended use of the appraisal Sufficient information includes disclosure of research and analyses
performed and might also include disclosure of research and analyses not performed The scope of work for
this appraisal assignment is outiined below

o The appraiser analyzed the regional and local area economic profiles including employment. population,
household income. and real estate trends. The local area was further studied to assess the general quality
and condition, and emerging development trends for the real estate market. The iImmediate market area
was inspected and examined to consider external influences on the subject

« The appraiser confirmed and analyzed legal and physical features of the subject property including sizes of
the site. flood plain data seismic zone zoning access and exposure of the site

« The appraiser completed industrial market analysis that included market and sub-market overviews. The
Chicago matket and South Chicago sub-market overviews analyzed supply/demand conditions using
vacancy. absorption supply change and rent change statistics Conclusions were drawn regarding the
subject property’'s competitive position given its physical and locational charactenstics. the prevalling
economic conditions and external influences

¢ The appraiser conducted Highest and Best Use analysis and conclusions were drawn for the highest and
best use of the subject property As-Vacant The analysis considered legal, locational, physical and financial
feasibility charactenstics of the subject site

e« The appraiser confirmed and analyzed financial features of the subject property including potential
entitltement 1ssues

« Selection of valuation methods considered scope requirements and the intended use of the appraisal This
appraisal developed the Sales Comparison Approach to value which was adjusted and reconciled as
appropriate. The appraisal develops an opinion of ATF Value of the subject propery s fee simple interest

« Preparation of this appraisal in a Summary format as indicated in USPAP Standard 2
s | understand the Competency Rule of USPAP and the author of this repart meets the standards.

o Felicia Bell provided significant real property appraisal assistance to appraiser signing this certification
Assistance included gathering. analyzing and reporting regional and local area information, confirming and
analyzing the subject's zoning. and confirming some of the comparable data used for this analysis
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SOURCES OF INFORMATION

The following sturces were contacted o abtain rélevant information

SOURCES OF INFORMATION
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REGIONAL ANALYSIS

The Chicago-Naperville-Joliet IL-IN-WI MSA s located along the southwestern shoraline of Lake Michigan in
the northeastern section of the state of lllinois. the northwestern comer in the state of Indiana and the
southeastern section in the state of Wisconsin The 14 counties that make up the MSA include Cook DeKalb
DuPage Grundy Kane Kendall Lake McHenry. and Will in lllinois. Jasper Lake Newton and Porter in
indiana and the county of Kenosha in Wisconsin As typical of a Midwest locahon the Chicago MSA
experiences the distinct changes of the seasons. hot humid summers. cold snowy and windy winters, with
springs and autumns that fluctuates between sunny and mild to volatile temperature fluctuations

Economy

With a population of approxmataly 8.7 million, the Chicago MSA is the 3rd most populated M5SA in the US -
tralling 1" place New York by over 8 milllon and 2™ place Los Angeles by 3 million. The Chicago MSA énjoys
an expanded economy based on finance insurance printing and publishing manufacturing. and food
processing Over 400 major corporate headquarters make their home in the Chicago MSA with 27 of the 31
Fortune 500 companies situated in llinois among them Most notably are Walgreens, Boeing Kraft Foods
Sara Lee Allstate Discover Financial Services. OfficeMax and United Continental Holdings Moody s Investor
Services notes that every economic sector from nsk management innovation to manufactunng. to information
technology and to health services are present and are key players in Chicago

Since its founding. Chicago has been an important transportation and distribution point, with an extensive
industnal base utilizing Chicago's inland port Even as the city becomes one the nation's busiest aviation
tenmers (Chicagos Otare inmemational Airpont i now rated the third busiest airpont in the world with an
estimated 66 665,390 passengers in 2010, reflecting a 3.3% Increase from 2008) 50% of US rail freight
continues to pass through Chicago

The Loop. of Chicage Loop. 18 the histone commercial center with theater and shopping for downtown Chicago
is the second largest commercial business distnct in the Unites States after New York City's Midtown
Manhattan Company headquarters within this district include CHASE Bank. Unitad Airlines. United Continental




Haldings. Blue Cross and Blue Shield Association Sidley Austin Morton Salt as well as the Chicagoland
Chamber of Commerce and over 20 foreign consulates In addition, the Loop serves as the seat of government
for tha city of Chicage and Cook County

In addition to mult-billlon corporations universities. hospitals and public sector entities located within the
Chicago MSA, smaller businesses still continue to make up a large percentage of the local employment
picture A 2011 report issued by the U S Census lists 237 245 established businesses in the Chicago MSA
(down 5,350 from last year's report) Of these businesses 276 companies employed 1000 people or more
whereas 173 845 businesses employed 1-8 people representing 73% of all businesses listed These figures
reflect the impact and importance of small business in the local economy.

Key Market Indicators

CoStar a commercial real estate information company publishes analytic survey reports for various countiés
regions and major metropolitan areas throughout the US The following information provided Includes key
facts gamered from those reports

[ KEVMARKETWDICATORSAS OF 201104 |
Industral

Number of Properies 21604

iventary - SF 1,149 657 101

Vacant - SF | % 131,607 807 11.5%
Oocupled - S5F /% 1.017 959 894 BH 5%
Net Absorp YT - SF 0481 920

AVG RenVSF A7

Dffce

Humber of Propemies 1229

Ivendany - SF 451 401,009

Vacant - SF /% 67135112 14 6%
Qcoupled - SF | % 386 155807 2 B52%
Nel Abgorp YTD - &F 7,821,581

AVG RenVSF $22 82

Hetadl

Numbe! of Properes 32762

et - SF AL ETRATY

Vacanl - SF | % 42 165028 5%
Occupied - 5F 1'% 452 483,135 01 5%
Nt Absorp YTD - 5F 1,738 780

AVG RentSF $16 1

According to CoStar's current 47 quarter reading. the Chicago MSA Industrial Market has a vacancy rate of
11 5% CoStar surveyed 1 148 657 701 SF in 21 604 bulldings with 131 687 807 SF of available spaca Net
absorption for the overall industnal market was positive B 481 930 SF  The average quoted asking rental rate
for available industnal space was $4 87 per square foot per year

The quarterly reading of the Chicago MSA Office Market Analytics reported a vacancy rate of 14 B% Costar
surveyed 453 481 009 SF n 12 291 buldings with 67 135 112 SF of available space Net absarption for the
overall MSA office market was positive 2621551 SF The average quoted asking rental rate for available
office space was $22 63 per square foot per year

The Retall Market nad a vacancy rate of B.5% In the 4" guarter Costar surveyed 494 678173 5F in 32.762
properties with 42 195 038 SF of avallable space The net absorption for the overall the MSA retail market was
positive 1,738 780 SF The average quoted asking rental rate for available retall space was $16 11 per square
foot per year
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Labor

The US Department of Labor reported a year-over-year job growth of 12 800 jobs (D, 2%) within the overall
nonfarm employment sectors for the Chicago MSA although 6 out of the 11 work sectors reported losses. Job
gains occurred In the Professional and Business Services industry up 15 500 (2 5%) Trade Transportation
and Utilities industry up 7 600 jobs (1 0%). Education and Health Services industry up 3,700 jobs (0 7%). and
Manufacturing up 2.700 jobs (0 8%) Losses occurred in Construction down 300 jobs (0.3%). Information down
5 500 jobs (7.5%). Financial Activities down 2 500 jobs (1 .0%), Leisure and Hospitality down 1,700 jobs (0.5%)
Other Services down 2 300 jobs (1.4%) and Government down 4 400 jobs (0.9%)

Chicagoaperville=Jolist M52 Nonfarm Employment Sectors-
December 2011

Professional and Education and

E_;;r-tﬂéi Health Servicas
Services 556 A0
t'.._g'r.'.’r.ﬂ'“ 185% Leisure and
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256 200 a%
4+
Lihaét Sevices
|66 200
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B8 300
£ Zov emmant
458 200
13%
Trade
Transpotaton, —_ Mining and
and Liiities | Logaing
753 000 v Construction 1200
p vanufactunng J s g
21% 322 100 ’ 11 ' "_"]j 0%
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Total employment has decreased annually over the past decade In the state of |llinois and the metropolitan
area by 0 1%. From 2010 to 2011 unemployment decreased in lllinois by 70 bps moving from 10.5% to 8 8%
and by 60 bps in the metropolitan area moving from 10 4% to 8 8%

EMPLOYMENT & UNEMPLOYMENT STATISTICS 2002 - 2011
MY O WEENT UNENFLOYMENT RATE
e Rcage- Joket N apecy e L8 L hic ago- Joed M Epers e

¥ aal Tatwi A YAy Total 4 ¥t Aga | Swtes g LN-M
2002 508G 392 -2 4% 4401 118 45 5 8% 6.5% 6™
2000 5.616.830 ow 4 378 288 0 5% & 0N "Ra A A%
2004 5 968 561 G 4404 548 ons -§- 62% 62%
Far . 6 033 4N 1 4 432 5032 04% 5 1% 5 0% 50%
2000 8 225 00% ) i 4 577 386 i 4 6% 4 6% 4 5%
2007 8 302 029 1 6% 4 852 850 {7 4 &% 51 4§
Jooe 6.242 636 1 % 4 810 Daa 08 5% 64 ¥
2008 S0I7T 404 & 4 37023 5.2 835 10 s 101%
2010 5810743 Q.3 4 347 581 0 &9 B &% 10.5% 10 4%
2011 SRS 154 02 & 358 800 13% B ‘§ 9By
CAGR 0.1% . £0.1%
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The MSA's May 2011 unemployment rate was 98%. Since that time. monthly unemployment rates have
fluctuated. but the most recent unemployment statistics for Apnl 2012 indicate an unemployment rate of 2.0%
which is a decrease of 90 bps over the past year, and indicates improvements in the local job market Please
note that employment figures are not-seasonally adjusted in thus analysis

UNEMPLOYMENT RATES

The growing trend in employment s in the health care and aducation sectors According to the Department of
Labor these two industries have increased by 120300 jobs over the pas! decade within the Chicago
MSA.  Advocate Health Care provides care for more cancer and pediatric patients than any other health
system in llinois. Named as one of the nation's top 10 health systems by Thompson Reuters. Advocate
operates the largest trauma network in lllinois, has more than 250 sites throughout the state and employs
28,000 in the Chicago Metropolitan area alone

JP Morgan Chase, through its Chase subsidiary, is one of the Big Four banks of the United States and is
headquartered in the B0-story Chase Tower in the Chicago Loop Area housing its U S and Canada
commercial and retall banking headquarters here The bullding |s also the headquarters of Exelon, a utilities-
holding company with approxmately 5 000 employees

IOP PRIVATE EMPLOYER S

EMPLOYER NAME EMPLOYEE S MOuUSTRY
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Demographics

According o Esn a Geographic information System (GIS) Company. the Chicago-Jolist-Naperviie. 1L
metropolitan area has a 2010 total population of 9 738 918 and has expenenced an annual growth rate of 0 7%
for the past decade which is higher than the llinois annual growth rate of 0.5% over this timeframe. The
metropolitan area accounts for 74 4% of the total lllinois population (13 0BS 726) Within the metropolitan area
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the population density is 1.351 people per square mile compared to the lower lllinois population density of 235
people per square mile and the lower United States population density of 88 people per square mile

YEAR s L CBEA
Fﬁlm-mm:m ZR1 421008 124102093 G088 )8
2010 Total Popskaton 311212887 1A0AO TS O TGO
2015 Total Popumton PIA2063 13268 THE O R20029
2000 - 2010 CAGR 1 0% 0.5% 0.7
2010 - 2015 CAGR A 1.3 0 a%
POPULATION DENSITY

YEAR us L CHBSA

010 Par Sauare Mes £a Fa.. 1,351

2018 P Scraare Wie 3% 1378

The 2010 median age for the metropolitan area 1s 35.4 which is 4 5% younger than the United States median
age of 37 0 for 2010 The metropolitan area is anticipated to see the median age 1o grow by 0.1% annually
over the next five years increasing the median age to 35 5 by 2015

YEAR JS L CBSA
20 3ro 32 a4
015 T3 364 353
CAGH I

The 2010 average household size for the metropolitan area 1s 2 7. which is 5 4% larger than the United States
average household size of 2.6 for 2010 The metropolitan area is anticipated to see the average household
size remain stable at 2 7 through 2015

AVERAGE HOUSEHOLD SIZE

YEAR s L CESA
2010 28 28 27
2015 18 d6

CAGH ) 0%

The Chicago-Jaliet-Naperville. IL metropolitan area has a 31 9% renter occupied market compared to the
lower 29.9% in llinots and the lower 30 1% in the United States

us L CHSA
Totsl Housng Unis 132807 738 :3%e38 3832388
O wner Occupied 3 0% 80 4% 09 9%
Renter Oc cupead 3 1% 29 9% 1.
Vacan! Houling Unis AR .1 ™ 6%




The 2010 median household income for the metropolitan area s $85 796, which is 20.9% higher than the
United States median household income of $54 442 The median household income for the metropolitan area
is projected 1o grow by 3.1% annually aver the next five years raising the median household income 1o
$76 689 by 2015 As is often the case when the median household Income rates are higher than the national
average, the cost of living index is higher also. According to the Amercan Chamber of Commerce Ressarchers
Association (ACCRA) Ceost of Living Index. the Chicago-Naperville-Joliet MSAs cost of living 1s 114.4
comparad to the national average score of 100 The ACCRA Cost of Living Index compares grocernes, housing,
utilites transportation. health care and miscellaneous goods and services for over 300 urban areas

MEDIWAN HOUSEHOLD INCOMI

YEAR vs L CBSA
0 §54 447 $50 54 55 198
2015 L T ART 365 034 376 699
CAGH 4% 2% I

Education

Rankad among the top "National Universities™ in the US. by US News & World Report. Chicago's top
universities include Northwestern University University of Chicago Loyola University Chicago. DePaul
University lllinols Institute of Technology and University of Illinois at Chicago These and other local
institutions of higher education contribute to creating a world center of learing and research

The University of llinois Chicago and the University of Chicago are among the top employers in the area and
have a combined employment of over 20,000 With 28,000 students attending the University of lllinois Chicago
and over 15,000 attending the University of Chicago these institutions of higher learning add to the overall
impact of the local economy

PUBLIC COLLEGES & UNIVERSITIES
Unietaty of llinois Chicago 28,01
Hortheastem llnois Linneraity 12227
L‘.I'nci State Urmﬁ 7.1
Moranine Valley Community College 35 000
College of DuPage 31.000

y & UNIVERSITIES .

Loyols University Chicago 16.040
Unwversity of Chicago 15 438
Columisa College Chicago 11,822
inois Institute of Technology 1.707
North Park Unmersity 3251

Within the Chicago-Joliet-Naperville IL metropolitan area 34% (3,221, 888) of the total population (8 738.618)
has a four year college degree or higher, compared to the lower 30% in lllinois and the lower 28% in the United
Statas
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EDUCATION
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REGIONAL SUMMARY

In summary and aside from the employment issues that continue 1o impact most of the USA the Chicago MSA
has a diverse culture and business climate with a workforce that combines and unites to create and maintain
an economic stronghold in America's heartland while having the ability to affect regions not only locally. but
nationally and internationally




INTROOUCTION

In this saction of the repont. | provide details about the local area and describe the influences that bear on the
real estate market as well as the subject property A map of the local area is presentad on the pror page
Below are insights into the local area based on fieldwork interviews, demographic data and expenence
working in this market A demographic study of the area is presented along the right side of the page. sourced
by Site To Do Business (STDB Online). an on-line resource center that provides information used 1o analyze
and compare the pasl present. and future trands of properties and geographical areas

LOCAL AREA PROFILE

The subject property is located in Chicago. ilinois, within
Cook County More specifically the subject is located within
the Little Village (or South Lawndale) nesghborhood on
Chicago s southwest side The area |8 bordered by Westem
Avenue (east) Cicero Avenue (west) Ogden Avenua (north)
and the Stevenson Expressway/Interstate 55 (south) The
araa is urban in nature

Transportation Routes

Public transportation s provided by the Chicago Transd
Authority (CTA) The Pink line subway services the area
(running along Cermak Road and terminating at 54" Streat)
alongede numaous pubbc bus Toutes.  Prmary vehiculas
access to the area is via |-556 Cermak Road and 26" Street
(east/west) and California Avenue Kedzie Avenue Pulask
Road and Cicero Avenue (northvsouth) Lastly commercal
transit 1s conductad via the extensive ral lines that feed Into
the BNSF Clyde Yard facility to the west in Cicero. lllinais. and
the BNSF Corwith Intermodal facility, located slightly south
across |-55 in Archer Heights

Economic Factors

The area is sppraximately three miles southwest of Chicago's
central businéss distnct, which s the aconomic center of the
nation's third largest market aréa. The largest amployer in the
more local area s Cook County given the presence of the
Cook County Courthouse and Correctional Facility complex
near 26" Street and Califorria The area west af the Cook
County complex along West 26" Streel is dominated by
restaurants and retalers who celebrate the community's
Mexican hertage Two annudl events that draw sizeable
crowds and are sirong economic drivers are the three-day
Cinco de May Festival and the Little Village Arts Festival held
in October The southem portion of the area s primanily
industnal users concentrated along the Interstate 55 industnal
corridor
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2010 HOUSEHOLDS BY INCOME
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IMMEDIATE AREA PROFILE INCOME (CURRENT YEAR)

1MILE IMILES S MILES
This section discusses uses and development trends in the e e T T SET 308
immediate area that directly mpact the performance and adion Hacashald oenn  SOE438 B3N 08503
appeal of the subject proparty Py Capits noomm 813183 StaTes SIBATH

Predominant Land Uses
The northem portion of the area consists primarily of single-

family and low-fise multifamily residential uses. Commercial ™™ Lo e B i B b
and retail uses serving the area are scaltered along anenals ™% PIELFE-SUE S

010 15107 BAT D2 N8 A1)
such as Pulaski Kedzie California, Cermak. and Ogden. PSRy e

However, the most notable commercial corridor is along 26"

Street with its renowned Mexican eatenes The Cook County
([CURRENT YEAR)

HOUSING UNITS

Courthouse and Comrectional Complex encompasses

aﬂﬁfﬂﬂﬂ'lltﬂ]l‘ 96 acres south of 25"' Street between Total Mousmg Linds 1"1...:: {'HI]H;: ‘!I::;:
Sacramento Avenue and just west of Western Avenue The . Sien  Sabol  ATASE
complex reportedly contains the largest jall in the United o o ces 5150% S030%  49.00%
States as well as a cnminal courthouse and vanous county  vacant Heusing Lines (180%  1300W  1330%

sheriff and correctional facilites The southermn portion of the
area is influenced by heavy industnal uses which are part of
the Interstale 55 industrial comdor thal extends well beyond

HOUSING LINITS BY LINIT IN STRLN

TLIRE

tMILE 3IMILES §MILES

the neighborhood boundaries in each direction The industnal 8008 150776 3N 417
inventory consists prmarly of older manufactunng and 1 Dwtschead T.6% 0. 25 4%
warghouse facilitves 1. AtiBchen 28% 28% 1.3%
SUBJECT PROPERTY ANALYSIS . i pidkades ok
dJord T 3% 24 % 183%

The following discussion draws context and analysis on how sy 1% A% 9%
the subject property I8 influenced by the local and immediate 10 19 0.9% 2 5% 3 0%
argas e 0 17% 17 8%
Mol Hoime 1 Di% RL T

Subject Property Analysis s 3% DO%  OO%

The uses adjacent to the property vary given the subjects
length but are predominantly industnal or governmental In
nature The commercial and residential appeal of the subjects

HOLIS NI

TURE

T MILE JIMILES & MILES
adjoining parcels Is generally considerad negligible — Y
Access and Exposure 199 1o Mareh 2000 0% o 10%
Access to the immediate area is average noting proximity to 1664 o 16%e 1% 16% 23w
Interstate 55 with access points at Western Avenue California 1990 1o 1994 1% 1% =
Avenue and Pulaski Road The subject has several access  'Ve0 W 1980 it B i i
points near its intersection with several roadways in the area.  "°"% B“ m“"." LYW "::

10606 o Earier W o8 4% (1]

The subject's exposure from varies given its shape and length P 24 s S S = i i

while sites adjoining the property generally have average
exposure with clear street visibility

Subject Conclusion

Trends in the jocal and immediate areas as well as adjacent
uses indicate an overall average external influence for the
subject
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SUMMARY

Overall the condition and appeal of the market area ranges from below average to average Growth is
physically restricted by the lack of undeveloped land New projects will lkely come in the form of
redevelopment As demand continues to increase for underdeveloped properties and after the real estate
market begins to recover from the national recession, property values are expected to appreciate marginally in
the subject's immediate market area In the interim_ property values for land are anticipated to be stable to
slightly increasing given the supply restrictions of undeveloped land




General Description

Mumber of BNSF Parcels
Total Land Area
Shape

Topography
Utilities

Accessibility

Exposure

Seismic
Flood Zone

Easemenls

Solls

G120004

The subject is a portion of an inactive BNSF rallway corridor that traverses from
31st Street to point just west of South Western Avenue along the south side of
West 27th Strest in the City of Chicago. The comdor is inactive and bypasses
several abutting parcels, zoning distncts and uses most notably industrial and
special use (governmental) The site is generally a long. narrow strip of land that
is typically at grade with surrounding parcels. As noted below the subject has a
total estimated land area of 413 168 SF (948 AC) The land area s estimated
based on surveys provided by BNSF, and may change if a professional survey
determines more precise measurements The following discussion summarnzes
the subject site size and its charactarnstics

LAND SUMMARY

SECTION DECRIPTION BNSF MAPPARCE. SF AC
Sacremento o Western Sacramedto 1o Western 501182 (Basence) 167 005 il
Sacrermenio o 31s Yisl 5t 1o Sacramenta 507190 | Balence L1218 502
Sacremento 0 11st Jist 5 o Sacramentc SOV1E2 (Mep 11 Pes 6-10) 24048 0&T
Grand Total 413,189 845

g

9.49 413,168

Irreguilar

Lavel and generally at street grade
All available to the site

Average - Access 1o the iImmediate area is average noting proximity to Interstate
55 with access points at Western Avenue Califonia Avenue and Pulaski Road
The subjact has several access points near its intersection with several roadways
in the area

Average - The subject is considered 1o have average exposure as compared to
competitive sites in the general area.

The subject is in No Risk

Zone X This is referenced by Community Number 0074 Panel Number
17031C0505). dated August 18, 2008 Zone X is a Special Flood Hazard Area
determined to be outside the 500-year floodplain No Base Flood Elevations
(BFEs) or depths are shown in this zone, and insurance purchase is not required

A preliminary title report was not available for review During the on-site
inspection. no adverse easements of encumbrances were noted This appraisal
assumes that there |5 no negative value impact on the subject improvements. |f
guestions anse regarding easements encroachments or other encumbrances
further research is advised

A detailed soils analysis was not avallable for review Based on the development
of the subject it appears the soils are stable and suitable for the existing
improvemeants
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Hazardous Waste We have not conducted an independant investigation to determine the presence
or absence of toxins on the subject property If guestions anse the reader is
strongly cautioned to seek qualified professional assistance in this matter Please
see the Assumptions and Limiting Conditions for a full disclamer

Improvement Description The site s improved ral lines. overgrown vegetation and some minor asphalt

and gravel paving No additional site improvemeants could be confirmed based on
visual inspaction




BNSF MAP 501182 (SACRAMENTO TO WESTERN)




:
5

BNSF MAP 501193 (SACRAMENTO TO 31ST)
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TAX ANALYSIS
The subject is tax exempt As such, a tax analysis is beyond the scope of this analysis
ZONING INTRODUCTION

Zoning requirements typically establish permitted and prohibited uses bullding height lot coverage setbacks
parking and other factors that control the size and location of improvements on a site. The zoning subject
property bypasses several zoning classifications which are summarized below

ZONING SUMMARY

Municipality Governing Zoning City of Crucago Planming & Zoning Depantrient
Lumited Manuiactumeng (W11 0 8-Z) Light ndustey (M2-2 1 W2-T)
Heaw industry (M3-3), Community Shopping (B3-2), Neighborhood
Currant Zoning Commercial (C1-1 / C1-2). Motor Vehicle-Related Commercial (C2
Z). Flanned Dewslopment (PD 837 ( PD 118/ PD 80/ PD 151). &
Residential Two-Flat. Townhouss & Multi-Uni (RT-4)

Permitted Uses
Limited Manufactunng Office Retail, Industnal
Light industry Office Retal Industn
Heaaw Industry Office Retal Industnal infense indusinal
Community Shopping Dwetlling units above ground, Office Retall
Neighbarhood Shopping Dweiling units abowe ground, Office. Retsdl, Light Industnsl
Motor Vehicie-Retated Commarcial Dwelling units abowe ground, Office, Retall, Light Industns
Planned Dewlopmeant Per spaciic propery, in this case, appaar 10 beé for govemment and

recrgahon uees
Residential Two-Flal Townhouse & Single-family and multitemily residential

Mt l-Linit
Current Use Portion of inactive raiway comdor
Is Current Use Legally Permitted? Mot Applicable
Zoning Change Not Likely

The information presented Is intended to provide a general overview of the subject's zoning classification The
site is a long. narrow comdor that cannot be developed as a standalone parcel

Detailed zoning studies are typically performed by a zoning or land use expert including aftorneys. land use
planners or architects The depth of my analysis correlates directly with the scope of this assignment. and it
considers all pertinent issues that have been discovered through my due diligence
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INTRODUCTION

As concluded ahead the highest and best use of the subject site as-vacant is assembiage and future
industrial Therefore, this section provides a bnef study of industnal supply/demand conditions for the Chicago
Market and South Chicago Submarket

CHICAGO INDUSTRIAL MARKET
The following is an analysis of supply/demand frends in the Clucago Industnal Market using information

provided by CoStar widely recognized as a credible source for tracking market statistica The table below
presents histoncal data for key market indicators

CHICAGD HISTORICAL STATISTICS (LAST TEM YEARS)

PERICD SUPPLY ADDED SUPPLY NET ABSDRPTION VACANCY ASHING RENT

FEDCIZ' 1.088 651 438 5F 1.125 164 SF (64 1T SF [R5 " 54 BUSF
2003 1080 4TT 5TV 5F Q826 145 SF Z 5Z5 600 SF 8.2 4 ABISF
2004 1102024743 5F 1 847172 BF 10 422 295 SF CRL & GASF
2008 1118070408 SF 12.0B578) BF 9702473 5F P3% 4 ASF
2008 1,133 5484158 SF 17 63700 SF 18831 418 5F 8 1% §4 455F
2007 1143 118 25 5F 14 457 D38 5F }3 D87 405 S5F L 5 BdoBF
2008 1184162330 SF 16.07587TH SF 3. 30T a1 SF @ B 4 TO/SF
20089 1188 37T6.Te0 BF 2 184 4afhp 5F TH 400 T8 OF 11 3% 4 51/5F
2010 1,181,847 148 SF 4 52% 840, 5 2 4TH B3 5 11 BN §d ISEF
2011 1182 837 821 GF ge0 6Ty SF B 348 230 SF 11.3% 4 15/5F
CAGHR 0% . 1.0%

The following table summarizes the trailing four quarter performance of the Chicago market

CHICAGO TRAILING FOUR QUARTER PERFORMANCE

PEROD SUPPLY ADDED SUPPLY NET ABSORPTION VACANCY ASHKING RENT
2011 30 1.183 408 550 SF 2375 8458 SF 3 B34 4G SF 10 T 4 15/5F
2011 40 1,162 BAT A2 SF 198.058 5F 1 820.120 SF 106% 4 TUSF
2012 10 1,182 783 A0a SF 311 580 5F 1 285 07G SF 10.2% B4 'V VSF
2012 33 1163 148 023 &F BO0 DO SF 8216 880 BF 10 0% §4 OB/SF

Key supply/demand statistics for the most recent quarter last year and histoncal averages for the last 10-years
are summarnzed below

CHICAGO MARKET TREND ANALYSIS

20 2012 201 Last 10
Tolml SF 1 163 148 022 1 162 83T 827 1.734 574 300
Vacant 5F 118,738 712 122 BaT 534 111 825258
Wi stV acancy 10.0% 11.9% 8
Construction Growth Rate - A OI%. 00 oM 0 em
Abaorption Fate 0 5% 0™ 0 3%
Averages Asang Renl'SF 5+ 0F 84 15 5447




Chicago Market Conclusion

Based on the preceding analysis the Chicago industrial market demonstirates relatively sound fundamentals
Analysis of supply and demand indicators reflects the markat is currently in a state of stability with no ewdence
to prove this will change any time soon given the recent trend of absorption outpacing construction

SOUTH CHICAGO INDUSTRIAL SUBMARKET OVERVIEW

The foliowing i1s an analysis of suppily/demand trends in the South Chicago Industnal Submarket using
information provided by CoStar The table below presents historical data for key market indicators

SOUTH CHICAGO HISTORICAL STATISTICS (LAST TEN YEARS)

PERIOD SUPPLY ADDED SUPPLY NET ABSORPTION VACANCY ASMING RENT

2002 127 168454 & M 416) 5F (1 104 47%) 5F BI% $4 WUSF
2003 128 065 B55 S5F 1,830 401 SF (Y 304 B80) SF BT 1 advnE
2004 125158088 BF (1837 THE) SF (1 Odd 123 SF & 1% $3 SWSF
2004 124 890 241 SF &57T B25) SF (8% T2 BF o EwW $4 OV/GF
2006 124 385 485 5F 204 TT8) SF 388 182 5F i 0% §4 1 275F
2007 123 453,370 &F 032 DaE) 5F 731,700 SF By 84 O2/5F
2008 123 422 387 SF 30 ey SF ¥ 131 S 7 2% 84 11/SF
2000 122 621 905 5F 800 4A2) 5F (2 A0R YN o B oW B4 VASF
2010 120 THE 388 5F 2,113 540} §F (3,040 088 SF 10 2% 4 20/5F
2011 118 880 051 5F 2 248 ATa) 5F (2 155 854} BF 10 % $4 2B/5F
CAGR (D % Jn

The inventory contracted by 0.8% annually over the past ten years The majonty of the removed supply was
concentrated in the UIC and South Loop areas of the submarket as a result of gentnfication and
redevelopment Despite the reduced inventory vacancy increased over the ten year pernod while asking rents
have fluctuated but remained relatively stable

The following table summanzes the trailing four quarter performance of the South Chicago submarket

SOUTH CHICAGO TRAILING FOUR QUARTER PERFORMANCE

PERIOD SUPPLY ADDED SUPPLY NET ABSORPTION VACANCY ASHING RENT

071 30 VA TER 8IS SF Q BF %3 i 10 5% A MUEF
2011 40 118 550991 5F 0 5F 434 52T SF 10 3% §4 QargF
2012 10 118.538.851 BF 0 &F (1 008 314) SF 11.0% 84 \OUSF
2012 20 115 465 038 5F 0 5F 357 530 SF 10 8% §4 OVSF
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Key supply/demand statistics for the most recent quanter last year and histoncal averages over the last 10-
years are summarized below

SOUTH CHICAGO MARKET THEND ANALYSIS

20 2012 2011 Last 10
-‘E-r__ﬂ!i-'F 118 455 B3R 178 550 901 1m
Vacanl GF 12 551,708 12 180,712 11,301,243
Warnet WV acahcy 10 5% 10.9% Rk Y
Construction Growth R T Toom R . 0 8%
Abs.oVplon Faie 0.3% 1. %) [0 k)
Avarade Agkeng Rent/SF 5403 Lo £4 08

South Chicago Submarket Conclusion

Based on the precedig analysis the South Chicago industrial market demonstrates relatively sound
fundamentals Analysis of supply and demand indicators suggests the markst s currently stable with no
evidence to prove this will change any time soon The greatest weakness of the market appears to be its high
vacancy rates

The stability of the local industrial submarket and the buiit-up nature of the area have a positive Impact on the
subject property. The industnal uses surrounding the subject are Infill sites with high ratio of buliding to land. As
a result it is reasonable that there would be demand for assemblage

EXPOSURE TIME & MARKETING PERIOD

Exposure time is defined as “The estimated length of time the property interest baing appraised would have
been offered on the market pnor 10 the hypothetical consummation of a sale at markst value on the effective
date of the appraisal a retrospective opinion based on an analysis of past events assuming a competitive and
open market” (The Dictionary of Real Estate Appraisal. Appraisal Institute 2010). Reasonable sxposure time s
impacted by the aggressiveness and effectiveness of a property's exposure to markat participants. availability
and cost of financing. and demand for simular investmants Exposure time s best established based the recent
history of marketing periods for comparable sales discussions with market participants and information from
published surveys

Exposure Time Conclusion

The subject 15 a porbon of an inactive rall comdor that abuts several differem properties with varying
ownership The adjoining uses vary somewhat but are largely influenced by industnal and governmental uses
While new development i currently stalled due to the ongoing soft macroeconomic conditions. acguisition by
abutting users would be a desirable opportunity given the infill nature of area Considering these factors, a
reasonable estimate of exposure time fof the subyect propeay (o a single intenm investar 1 1810 24 months




INTRODUCTION

The tighest and best use of an improved property IS defined as thal reasonable and most probable use that
will support its highest present value The highest and best use. or most probable use must be legally
permissible physically possible financially feasible and mawxmally productive This saction develops the
highest and best use of the subject property As-Vacant.

AS-VACANT ANALYSIS

Legal Factors

The legal factors that possibly influence the highest and best use of the subject site are discussed in this
section Private restnctions. zoning, building codes. historic district controls. and environmental regulations are
considered. if applicable to the subject site As a portion of a railway coridor. the legal factors affecting the
subject are different from typical real property The zoning of the subject and abutting properties varies
considerably but is primanly industrial and governmental in nature. Overall legal factors suppart a broad range
of industrial. governmental commercial and multifamily uses.

Physical & Locational Factors

Regarding physical charactenstics the narrow width and long shape preclude most development options
without assemplage O! the outright permilted uses physical features best support assemblage with
neighboring parcels

The subjects immediate area Is proximate to Interstate 55 with access paints at Western Avenue California
Avenue and Pulaski Road. The I-55 corndor 18 charactenzed with a heavy concentration of industrial uses. In
addition. there is strong demand for industrial land along the Chicago River (South Branch) which runs parallel
to the north of the expressway Land uses south and east of the subject are all industnal in nature with the
exception of the Cook County Department of Corrections and Courthouse complex However the most likely
alternative use of this 96 acre governmental complex would be for industrial development it vacant given its
surrounding uses and proximity to the Chicago River and Interstate 55 industnal cornidor. The land uses to the
immediate north and west of the subject are also predominantly industrial but include one off commercial and
multifamily uses that serve as transitional uses to the heavier residential uses in the northemn portion of the
area. On balance the subject Is dominated by industrial uses and the most likely use of the subject would
industrial in nature

While residential uses are near the subject the only section of the subject zoned for residential s along 26™
Street In thal mmediate area land development trends are for more commercial development than residential
along the north side of 26" Street while the Cook County complex dominates the south side of 26" Street
Given the subject is situated south of 26" Strest neither commercial or residential uses are likely for the
subject

As-Vacant Conclusion

The subject is located in a heavily developed area with existing utility and road infrastructure in place The
adjacent ownership would be enhanced through plottage which is the consolidating of adjacent lots into one
larger lot. with the consaquent result of improved usability and increased value Future development of abutting
parcels would benefit from the expanded site area which could be created Overall the subjects highest and
best use as-vacant 18 concluded to be assemblage and future industnal




INTRODUCTION

The following presentation of the appraisal process deals directly with the valuation of the subject property. The
Across the Fence Value of the subjects fee simple interest are estimated using the Sales Comparison
Approach The Cost and Income Capitalization Approaches are not applicable when valuing small portions of
rail corndors such as the subject and are therefore excluded Their exclusion is not detnmental to the reliability
or credibility of the final value conclusion

SALES COMPARISON APPROACH

The Sales Companson Approach is based on the principle of substitution, which asserts that no one would pay
more for a property than the value of similar properties in the market This approach analyzes comparable
sales by applying transactional and property adjustments in order to bracket the subject property on an
appropriate unit value companson The sales comgparison approach IS applicable when sufficient data an
recent market transactions s availlable Altematively this approach may offer imited reliability because many
properties have unique characteristics that cannot be accounted for in the adjustiment process

LAND VALUATION

To establish the ATF Value the subject has been analyzed by sales of individual parcels The subject is
analyzed primarily by its location and zoning of adjacent properties As previously discussed the zoning of the
subject and abutting properties vanes but 18 prmanly influenced by indusirial uses As such we have
incorporated nearby industrial sales into this analysis In an ATF valuation the underlying assumption is that a
somdor is worth at least as much as the land through which it passes

UNIT OF COMPARISON

The most relevant unit of comparnson IS the pnce per square foot. This Indicator best reflects the analysis used
by buyers and sellers in this market for land with similar utility and zoning in this marketplace

COMPARABLE SELECTION

A thorough search was made for land sales in terms of proximity to the subject (location), zoning. and date of
sale In selecting comparables emphasis was placed on confirming recent sales of industrial sites that are
similar to the subject property in terms of location and zoning. Overall the sales selected represent the best
comparables available for this analysis

ADJUSTMENT PROCESS

Qualitative adjustments are made o the comparable sales The following adjustments or general market trends
were considered for the basis of valuation

Transactional Adjustments
Dollar adjustments to the comparable sales were considered and made when warranted for transitional
adjustments In the sequence shown below




Property Rights Transferred  The valuation of the subject site was completed on a fee simple basis |If
warmanted leased fee |easehold and/or partial interest land sales were
adjusted accordingly

Financing Terms The subject site was valued on a cash equivalent basis Adjustments were
made to the comparables involving financing terms atypical of the marketplace

Conditions of Sale This adjustment accounts for extraordinary motivation on the part of the buyer
or seller often associated with distressed sales and/or assemblages

Expenditures After Purchase Adjustments were applied If site conditions warranted expenditures on the part
of the buyer to create a buldable site Examples include costs for razing pre-
exsting structures general site clearing and/or mitigation of environmental
Issues

Market Conditions Market conditions adjustments were based on a review of historical sale data
market participant interviews and review of current versus historical pncing
Basad on my research the following table summanzes the market conditions
adjustment applied in this analysis

FLAT ADJUSTMENT

Plor Y it I

Based on my résearch and interpretation of value trends | have elected to apply & flat market conditions
adjustment The analysis applies an upward market conditions adjustment of 2% annually reflecting the
relatively consisten! appreciation that occurred betwean the oldest comparable sale date up through the
gffective valuation date

LAND VALUATION PRESENTATION

The following Land Sales Summation Table Location Map and datasheets summarize the sales data used in
this analysis




LAND S

1

ALES SUMMATION T_AELE

S -
Address

Chy
Siste
Zip
Count

Forre BSMNF
Yt Biresi

L. 8

A4V N Py TR WA R 08 W
TR W w0
hiagn Bauttord Park Crecagao
i i i

Bl

A 100 8 P ey

BOE3E

| D el | Ll ]

Aigt & Famna

SEC 4181 A Fusmb

B L
86t & Morard
Bedlord Pack
i

A0A18

LODE

aF 411 180 133 B T Tdd 50 830 BRI T
Locaion LY B it BgE Ayt Bge A B B A BT RE
Zoning L % F (Motor Fresght)  B3-3 ey
Shaps I gl R clanguie R L o 8T T ey TrEQus
Carnar WV ares ¥ oy L Y o4 Mo
Topograpty Lavel Lovei Larvet LEvi
Site LRility Rating  Average & yurmge Ayt Age A v BOE Al e
Access A B @ pge hoyEr age A wel dge A gl age
Exposure A wer A Aol pgs K uwr §ipm A wmi ane A B A
LRilities Y e Al i Al AN

Dt o U b A R0 RLIF0 22010
Status O et Fenging = L] o S s e ore
Rights Tranaferred Fee Serpit Foe Serpe eu Sarpe Fee Simpee
Transaction Price SETH.O00N) 51100000 §350 (00 STOO (00
Anahysis Price EATE D00 §1 100 000 350 000 §700 000
¥/SF Land $6 54 35 M0 $6 93 $5 24




CONTIMUED 3110004

LAND SALES LOCATION MAP
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ATF VALUE

Adjustment Process

The comparable land sales indicate an adjusted value range from 3514 to S$6.60/SF with a median of
55 48/SF and an average of 35 67/SF. The level of total adjustment applied o the comparables is considerad
to be moderate Overall the availability of market data and extent of analysis was adequate to develop a
reasonably credible opinion of land value The adjustment process for each comparable land sale Is llustrated
in the following paragraphs

LAND SALES ADJUSTMENT GRID

| Sty T N | ] | Crwmpar s | Il

8F 41 “Ee X3 A0 TET Taa & Ak 13 158
Location Average Average A e age A ige Awar B
Zoning o wirn A F ihbibor Freeghny BE3-3 Py o i
Shape WTEg e R tanguber R Tanguber Fectanguiar FregAa
Carnar v B Y &s i ¥Yas L
Topography Litve Lewe LB Leve Lewel
Site LRility Rating Average A el e A& gus g A g g Lywl age
Access A vel age A wiet @ije A vt Bge A e Bpe A el age
Dt w FRTRO12 Raa [l AR R0
Status DfferPanding Fecorded R o ed Fee o ded
Rights Tranaferred Tes Sarpe Feg Sargie Fes Gerpie MNes Sutpe
Analysim Price 875 000 §1.100.000 5360, 000 §700 000
Price 5F 5 54 B4 B 56 G2 §5 23
TRANSACTIONAL ADJUSTMENTS
Property Rights = 0% s o,
Conaditionss! Sale 1 1, 1 [ iy
Financing oy ! 0% iy 0w
Markat Conditions ' 0% 2% Fa 4%
Subtotal Transactional Ad) Price §4 Bl L LR §r ™ 4
Location % . 1
Zaning 1Y 0% s o
Site Im provemants oW 4% iy
Subtoial Property Adjustman] 1 L 18

TOTAL ADJUS TED PRICE

HGH L LR 8 80
M ECHAN $& 20 §2 4B
AW ERAGE §E 14 B &

In addition to the above transactions. consideration is also given to the following active listings of industnal land
and broker survay

e 4701 W 268" Cicero, IL - The B 4 acre parcel of land is an asphalt-paved lot that is listed for $7 38/SF
of land area

e 24" and Rockwell Chicago, IL - The 8.2 acre parcel of land is located approximately one block north of
the subject's Northemn Portion at a price of $5 03/SF of land area

« 2642 W 18" Chicago, IL - This small (0.55 acre) parcel of industnal land is listed for $8.13/SF of land
area

e John Basile Colliers International reported that in-fill industnial land is generally $5/SF in the 1-55
industrial corridor
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ATF Conclusion

Based on the prior analysis industnal land in the subject's immediate area Is concluded to have a unit range
from 525

CALCULATION OF ATF VALUE

COM PONENT SUBJECT 8F $5F CONCL LSION ATFVALLE
Mot Fotion J--l 1 166 N | L =z = 170 000
TOTAL 411.18% [ $5.25 » §$2.170.000

VALUE CONCLUSION

The following table conveys the final opinion of ATF value of the subject site that 1s developed within this
appraisal report

ANALYSIS OF VALUE CONCLUSIONS

MARKET VALUE
VALUATION INDICES AS-I8 N
INTEREST APPRAISED > FEE SIMPLE
DATE OF VALUE MY 23 2012
FINAL ATF CONCLUSION $2.170.000
$SF 85 25/BF
Exposure Time 18 1o 24 Mot




| certify that. to the best of my knowledge and belief

The statements of fact contained in this report are true and correct

The reported analyses opinions, and conclusions of the signer are limited only by the reported
assumptions and Iimiting conditions. and are my personal, impartial, and unbiased professional analyses,
opinions. and conclusions

The signer of this report has no present or prospective interest in the property that is the subject of this
repor, and no personal interest with respect to the parties involved

Jeremy Walling. MAI. MRICS has performed no services as an appraiser or in any other capacity, for the
property that s the subject of this report within the three-year penod immediately preceding acceptance of
this assignment,

The signer is not biased with respect to the property that is the subject of this repont or to the parties
involved with this assignment

The engagement in this assignment was not contingent upon developing or reporting predetermined
results

The compensation for completing this assignment is not contingent upon the development or reporting of a
pradetermined value or direction in value that favors the cause of the client the amount of the value
opinion. the attainment of a stipulated result, or the occurrence of a subsequent event directly related to the
intended usa of this appraisal

The reported analysis opinions, and conclusions were developed and this réport has baen prepared, in
conformity with the requirements of the Code of Professional Ethics and Standards of Professional
Appraisal Practice of the Appraisal Institute. and the Uniforrn Standards of Professional Appraisal Practice,
as set forth by the Appraisal Standards Board of the Appraisal Foundation

Jeremy Walling. MAlL. MRICS Inspected the property that is the subject of this report

Felicia Bell provided significant real property appraisal assistance to appraisér signing this certification
Assistance Included gathering analyzing and reporting regional and local area information, confirming and
analyzing the subject s zoning and tax information. and confirming some of the comparable data used for
this analysis
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The use of this report 18 subject to the requirements of the Appraisal Institute relating to review by its duly
authonzed representatives

As of the date of this report Jeremy Walling MAI MRICS completed the continuing education program of the
Apprasal lnstitute

-1- Rl

Jeremy Walling. MAIL MRICS

Managing Director | Chicago

Certified General Real Estate Appraiser
State of linois License #553-001377
+1 312 602 6157

jeremy walling@colliers com

Septamber 10, 2012
Date




This appraisal 1s subject to the following assumptions and limiting conditions

The appraiser may or may not have been provided with a survey of the subject property. If further
verification is required a survey by a registered surveyor is advised.

We assume no responsibility for matters legal in character. nor do we render any opinion as to title, which
is assumed to be marketable All existing liens encumbrances and assessments have been disregarded,
unless otherwise noted, and the property IS appraised as though free and clear under responsible
ownership, and competent managemeant.

The exhibits in this report are included to assist the reader in visualizing the property We have made no
survey of the property and assume no responsibility in connection with such matters

Uniess otherwise noted herein, it is assumead thatl there are no encroachments, zoning, or restrictive
viclations axsting n the subject property.

The appraiser assumes no responsibility for determining if the property requires environmental approval by
the appropriate goveming agencies nor if it is in viclation thereof unlass otherwise noted herein

information presentad in this report has peen obtained from reliable sources and it is assumed that the
information is accurate

This report shall be used for its intended purpose only and by the party to whom it s addressed
Possession of this report does not include the nght of publication

The appraiser may not be required to give testimony or to appear in court by reason of this appraisal with
refarence to the property in question unless prior arrangements have been made therefore

The statements of value and all conclusions shall apply as of the dates shown hérain

There is no present of contemplated future Interest in the property by the appraser which is not specifically
disclosed in this report

Without the written consent or approval of the author neither all nor any part of the contents of this report
shall be conveyed to the public through advertising public relations news sales or other media This
applies particularly to value conclusions and to the identity of the appraiser and the firm with which the
appraiser is connected

This report must be used in its entirety Reliance on any portion of the report independent of others. may
lead the reader to erroneous conclusions regarding the property values Unless approval is provided by the
author no portion of the report stands alone

The liability of Colliers Interational Valuation & Advisory Services its principals. agents and employees is
limited to the client Further there i1s no accountability obligation or liability to any third party If this report is
placed in the hands of anyone other than the client. the diert shall make such party aware of all imiting
conditions and assumptions of the assignment and related discussions. The appraiser is in no way responsible
for any costs incurred to discover or correct any deficiency in the property

The appraiser is not qualified to detect the presence of toxic or hazardous substances or materials which
may Influence or be associated with the property or any adjacent properties. has made no investigation or
analysis as to the presence of such matenals, and expressly disclaims any duty to note the degree of fault
Colliers International Valuation & Adwisory Services and its principals. agents. employees shall not be
liable for any costs expenses assessmeénts of penalties or diminution in value property damage or
personal injury (including death) resulting from or otherwise attributable to toxic or hazardous substances
or matenals. including without imitation hazardous waste. asbestos matenal formaldehyde or any smoke,
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vapors. soot, fumes acids alkalis toxic chemicals liquids solids or gasses waste matenals or other
irmtants. contaminants or pollutants

o The appraiser assumes no responsibility for determining If the subject property complies with the
Amencans with Disabiities Act (ADA) Colliers International Valuation & Advisory Services, its principals,
agents and employees shall not be liable for any costs expenses assessments penalties or diminution in
value resulting from non-compliance This appraisal assumes that the subject meets an acceptable level of
compliance with ADA standards if the subject is not in compliance the eventual renovation costs and/or
penalties would negatively impact the present value of the subject I the magnitude and time of the cost
were known today. they would be reduced from the reported value conciusion

e An on-site Ingpaction of the subject property was conducted No evidence of asbestos matenals on-site
was noted A Phase 1 Environmental Assessment was not provided for this analysis This analysis
assumes that no asbestos or other hazardous materials are stored or found In or on the subject property If
svidence of hazardous matenals of any kind occurs the reader should seek qualified professional
assistance If hazardous materials are discovered and If future market conditions Indicate an impact on
value and increased perceived nsk. a revision of the concluded values may be necessary

o A detaled sols study was not provided for this analysis. The subject's sals and sub-soil conditions are
assumed to be suitable based upon a visual inspection which did not indicate evidence of excessive
settling or unstable soils No certification is made regarding the stability or suitability of the sail or sub-soll
conditions
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Acceleraling success.

These definibons weie axtracted from the
following sources of publications

The Detionary of Real Esiate Appraisal
Fith Edition Apprasal institiute. Chicago
Wiincis. 2010 (Dictroniry)

Undorm Stancams of Professsonal Apprassel
Practios. 2010-2011 Edibon (USPAP)

The Appraisal of Real Estate  Thirteentn
Edition. Appraisal Instilute. Chicago lllinols
2008 (13" Edinon)

Marshall Valuaton Sensoe Marshall & Swift
Los Angeles Califormia (MVS)

Absolute Net Lease

A lsase In which ne tenant pays all
SApanses inCludng structural maintenance
Buliding reserves. and management often a
long-tetrm lease to & credd tenant
{ Dactranary)

Ad Valorem Ta

A ronl esiate tax based on the nasEssad
vaiie of the property, which Is not
necessaly eguivalen! 1o its market value
(13" Editron)

Aggregate of Retall Values (ARV)

The sum of the separate and distinc! matke!
valug opiniona for sach of the unils In a
condominium  sDOvison development or
portfolic of propeties as of the date of
valustion The sQpregais ol retall vslues
does nol represent an opinion of value i s
amply the totel of mullipls mekst vslue
condlusions. {Dictionary)

Arm's-length Transaction

A lmEansaction pealwesn unielaled paties
under no duress. (13" Edition)

An-ls Markot Value

Trhe estmate of the markel value of réal
property in s current physical condition
use and zoning as of the appramsal date
{Dvctianary)

Assessed Value

The value of & property according to the tax
roid N &d valorem [FxEtion may be higher
of jowed than market value, or based on an
pssesamant rafio fhal s & percantage of
market value (13" Edition)

Average Dally Room Rats (ADR)

I the lodging Industry. total guest room
revenie divided by the fotal number of
occupied rooms (Chehonary)

Band ol investment

A techriguae in which the capitalizaton rales
atinbuiable o components of a capdal
investmen ae waghied and combned 10
denve @ weiphted-avérage rate atinbyutable
to the total investrnent (Dationary)

Bulk Sale

The sale of two or more parcels of real
esiple 10 ona buyer In one lransaction
Usutlly & bulk sale will involve mulliple
parcein of ether vacent or improved
proparties. [Dictionary)
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Bulk Sale Valuation Scenario

o wbdivon development analyss @
specific appeaissl problem in which a group
of properties i evaluated 1o form an ofmon
of bulk value The underlying premimse is the
valuation of an entire group of 10ts or unis to
one purchaser a8 one sale The valuation
scenario considers the ndividual valyes of
@ACh propeny. e ADSOIPTION peroad nesded
fo sell ne entife propery inventory Ower
e, and  appropiats  deduchons  and
discounting for nolding and sales costs as
well as profit Lending insttutions typecally
reqQuire an Bnalysis of the bulk sale valustion
scenano as parl of the fnancing of fract
dwvalopments (Dictonany)

Bulk Value

The value of multiple units. subivded lots
of properies in & portiolo aa though soid o
& mingle buyer in one ransaction
Somelimes called bulk sak ke
fDvctaowmary)

Cash-Equivalent Price

T price of & property with above- of below-
market financing expressad in warme of the
price (hat would have been paid in an all-
cash sale (Dionopary)

Common Area

The total area within & property ™al m not
designed for sale of rental but 18 @vailabie
for comvmon use By il owners tenanly of
thait Ihwilses. ®Qg parking and  its
appurtanantces maiin BHOewalks
lnndecaped areas recrestion areas public
iniets.  tuck and service faciiilles
i Dighionary)

Contract Rent

The actual tental income wpecified n a
inas® [13th Echtion)

Cost Approach

A setl of procedures through which a value
indication 18 derved for the fee mimple
inferest in @& propery by estimating the
cultemt tost 1 constiuet B reproduction of
{or ieplacement for) the axisting Structure
including  an  entregraneucial  Incentive
osducting depreciation from the totel cosl,
nd adding e esiimated land value
Adjustments may then be made 1o the
indicated fee simple value of the subject
property o reflect the value of the property
interest baing mpprased | 1Mh Edion)

Curable Functional Obsolescence

An glemant of depreciation, 8 curable defact
caused by a flaw in the siructure. matenals
of design which can be practically and
economically corrected (Dictionary)

Debt Coverage Ratlo (DCR)

The ratio of el operwiing ncome o annual
debt service which measures the relative
ability of @ property to mest its debt service
out of net operating incoma also calied ceb!
sarvion covernge o (DSCR) . (Dixtionary)

Deferred Maintenance

Needed repars or replacement of sems that
should have laken place dunng the course
of noemal maintenance Dictionary)

Owepreciation

In mpprasing & loss N propedy value from
any causa the Oiffersnca DEtween the topl
of an improvement on the effective date of
the apprmsal and the marvel vaiue of the
improvement on the same dete (Dictionary)
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Direct Costs

1 Expenditures for the lsbor and materiala
usad in the consiruction of Impovements
also called hard coats (Dictionary)

2 The labor mabenal subcontractor, and
heavy equipment costs dwectly incorporated
mta the construction of physical
improvements (R 8 Means)

Discounted Cash Flow (DCF) Analysis

The proceduré in wihkch a discount rale is
applied 10 & sel of projecied Income siréams
and a reveruion The analyst specifies the
quantity variaplity, iming ana guration of the
Incnime stisams and the quantity and timing of
the mwversion. and discounts sach 10 s
peesant value ol 8 specfied ywid rate
(Onctionary)

Discount Rate

An inderest rale used o convert future
payments o receips info preset value
usually consideted to be & synonym for pekd
e (Dictonary)

Disposition Value

The most probable price that o specified
Iinta#test in real propedy is lkely 1o bAng under
all of the following canditions

1 Corsummahon of & sale within 8 future
exposure time specihed by the cient

2 The property is subjected to market

condifions peevaiing as of e date of
visluntion

3 Both the buyer and sefer #e acling
prudantly Bnd kntwiedgaably

4 The seller 15 unaer compulsion to sell

5 The busyer 6 typically motivated

B Both partes are Bcting in what they
conmidar el bas! interests

7 An sdequate marksting effort will be
made dung the exposure time spacified by
the client

8 Payment will be made in cash in US
doliars of in lerme of fnancdl erangements
coenparable therio

@ The opnce mepresents the normal
considerafion for  the propery  soid
unaffectad by special of creative financing or
saign concessions granied by anyone
anociated with the saie

This definition can also be modfied o
provide for valuation with specifed financing
terns (Ddctnany)

Easement

An iiteres! in real property thal transfers use
but not ownership, of a portion of an owners
property Access of nghl of waly sasements
may be acquired Dy privite parties of public
utlities. Govemments accepl conservaetion.
Open Space and presscvation sassmants on
private property (137 Ecétion)

Economic Life

The penod over which improvemants 1o resl
property contribute to propeny vaiue (13
Ecktion)

Effective Age

The age of propety that @ Dased on the
amount of obsérved Odeferoration and
obaglescencs il has Bustaned, wihich may be
different from s chronological  age
fOvctonmny)

Effective Date

The date on which ihe anslyses opinions
and advice N BN appraes  feview, Of

consulting service apply (Dictionary)
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Effective Gross Income (EGI)

The anticopated income from all operalions
of ihe resl propedy sfier an allowance &
made for vacancy and collection losses and
an addition is made for any other income
(Dictonary)

Effective Groas Income Multiplier (EGIM)

The raho between the sabke prce (of vslua) of
B property and s efféctive gross income
{Dictonary)

Eftective Rent

The renisl rale net of fingncial concessions
such s penods of no rent duting the ease
fem snd apove- of baeiow-markel tenant
improvements (Tls) (Dictonary)

Eminent Domain

The nght of government fo lake private
property for public use upon the payment of
just compansation The Fifth Amendmant of
the US Consfitution also known BS the
takings clause, guaranises payment of just
compensation upon appropnaton of prvate
propedty (Dectonary)

Entreprenaurial Incentive

A markst-derved figure that repressnts the
amount an entrepiensur expects 0 receive
for his o het contribution 10 @ project and
tisk (13" Edition)

Entrepreneurial Profi

A markel-denved figure that represents the
amount Bn entraprensut receives for his of
fwer contribution to & project and fak the
differance betwesn (he iotal cost of @
propedty (cost of Oevelopment) and s
mackel  value  (property  value  after
complation).  which  represents  the
entrapreneur’s compensation fos the risk and
expertise associated with developmant (15"
Edition)

Excess Land

Land that is not nesaded 10 serve of suppon
the sxisting improvement The highest and
best use of the excess land may or may not
be the same as the highest and best use of
the improved parcel Excess iand may have
the polentigl to be sold sepamately and
valued separately (Dwctionary)

Excess Reni

The amount by which contract rent exceeds
maret rent &l the fime of the appraisal
ciealed Dy a lease favorable 1o the landiord
(lessor) and may reflect  unusual
management, unknowledgeable partes a
lease axecution in Bn eadier stronger rental
markel of an agresmeni of the parties Due
o the higher nak inherant in the receipt of
excess fend || may be calCulaled separaisly
and capitaized at & higher rale in the income
capdaiization approach (Dictonary)

Expense Stop

A clause n a iease thal imits the landiord's
expanse obligation, which results in the

lesses paying any Dperating expenses above
B simied level or amount (Dictonary)

Exposure Time

The time & property remmns on the market
The sstmated length of tme e propety
interes! beng spprased would have been
offersd on the market prior 10 the hypothetical
consummation of 8 saie af market value on INe
effective dale of the apprasal. & retospective
estimale based on an analyss Of past events
assuUmMing a compelitive and open make!
{Dvctionany)
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External Obsolescence

An slement ol deprecialion 8 diminution n
valus caused by negatve exsrmnalbes and
generally incurable on the par of he owner
landiced o tenant. (Dictionary)

Extraordinary Assumption

Ar assumplion direclly reiated I & specific
assignment, which if found 10 be false could
alter ihe appravsers OPINIONS OF CONCluRIONS
Exraordinay assumpbions presume as fact
ofherwise unCenain informanon about physecal
legal. or economic charactanstics of the subyect
propedty o aboul conditions external o the
property such as market conditions or fends o
soout the integrity of dets used n BN analysis
An extracrdinery ataumplion my be used in an
masignmant only

+ It is required to propery develop Craditie
opinions and conclusions

« The appraisar has a reasonable basis for
the extraordinary assumpbon

+ Use of ihe exiraordinary assumplion results
in & credibie analysis. and

» Tha appraser complies with the dsclosure
requirements S8l forth In USPAP fof
extraordinary assumptions (USPAP)

Fair Market Value

Aftem thit & n concept il 10 markel
value in general usage Usad manly n
condemnabon.  Migation income tax, and
property lax sdusbons When an appraisal
assignment involves developing an Opinion of
fair manket value, he appropnate. requisite. and
precss definiion of the term depends on the
use of the sppraisal and the apolicable
parmscdiction { ENcticnanyt

Feasibility Analysis

A stisdy of the cost-benefit relationship of an
sconamic sndeavar (LSPAP)

Fes Simpio Estate

Absoclute ownership unencumbared by any
piher interss! of eststs subject only D the
mitations imposed by the Qgovermnmentsl
powers of taxation emineni domain police
power and escheat [Dctosary)

Floor Area Ratlo (FAR)

The relationship befwsen the sbove-ground
Roor area of a builiing as described by the
buiiding code. and the aea of the plol on
which it stends. in planming and zoning. ofen
sxpressad as A decmal eg & rebo of 20
indicates (hal the permissible floor arsa of a
budding & ftwice the iotal lend area
{Dictionary)

Functional Obsolescence

The impawyment of funchonal capacity of a
property according 1o markel isstes and
standards (Dictanany)

Functional Utility

The abiity of a property or buliding 1o be useful
and to perform the function for which & »
intended RCCOMING 10 curment market tastes
and standivds the efficiency of a bulding's
wee in larms of srchilsctursl style. design and
layout traffic patiems, and the sae and type of
tooma [ 1.38h Eclioin)
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Furniture, Fixtures, and Equipment (FFAE)

Busiress trade fintres ang parsonal properny
exciumve of inventory (Dwchionary)

Golng-concemn Value

1 The maret valle of sl the tangible and
inangile mssets of an established and
operating business with an indefinite ife as If
s0ld in aggregate more accuratsly lermed e
il vislie of i QOWNG coneam

2 The value of &n opersiing business
enterprise  Goodwil may be  sepersisly
measured bul @ an inlegral component of
going-concem valus when o sxsts and s
recogrizable |(Dechonary)

Gross Building Area (GBA)

Total floor aea of & bDuloing escluding
unenciosed sreas. measuted from the extenc
ol e wals of e above-pgrade mea This
includes merzanines and basements # and
whan typcally mcluded n  the regon
(Dictionary)

Gross Leasable Area (GLA) - Commarcial

Totai foor arsa desighed for the ocoupancy snd
axciusive use of lenants including basemants
#nd mezzannes. maased from the center of
et paritiomning 1o the outside wall surfaces
(Dectionary)

Gross Living Area (GLA) - Residential

Tolal area of finished above-grade residential
area. calculated by measuring the outside
penmeter of the structure and includes only
Anished habitable above-grade Uving spece
(Finshed bassments and attic areas are nol
generally included i ol gross iving area
Local praclices however may differ )
(Daotonsry)

Highest & Best Use

The reasonably probable and legal use of
vacani land of an Improved propery thal is
physically possiDi. EDOIOPNEtEly SUPPOTed.
financially feasible and that results in the
highest vaiue The four critens the hghest and
best use must Meel e leQal permissDRty.
physical possibdty financial feasibity and
maxmum productivity (Dectianary)

Highest and Bes! Use of Land or a Site as
Though Vacant

Among il ressonable allemative uses the
use thal yields (he highes! present land value.
after payments are made for labor, capital
and coormnaton The use of @ propery based
on the assumption that the parcel of land is
vacani or can be made vacant by demolishing
BNy mprovamants [Daciaonary)

Highest and Best Use ol Property as
Improved

The use that should be made of a property as
I @wsts An exsting improvement should be
rencvated or retaned @#s s 80 long as 1
continues o conltribute o the tolal ket
value of the propery o untll the retum from &
new Improvernent would more than offsel he
coat of demolishing the eslsting bullding and
construchng & new one. (Dxctionary)
Mypothetical Condition

That which s contrary fo what sxsts but is
supposed for the purpose of analysis
Hypothetical condiions sssume condiions
contrary 1o known facts about physical legal
or economic chamactenstics of the submect
property. or sboul condiions external 1o the
property, such as market conofions of frends.
pe aboud the imegrty of data used n an
snalyss (USPAP)
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income Capitalization Approach

In the ncome capitalizabion approach an
Appracsar analyzes A propeny’s capacty 1o
generata fulre benefits and capdalzes the
income info an indicabion of present value
The principle of anbcipabion m hndemental 1o
this approach Techniues and procsdures
from this approsch are used 10 Bnalyzs
comparsble sales data and 1o Measure
ghsclescence in the cost approgch (13N
Econ)

Incuratié Functional Obsolescence

An slemaent of deprecialion. a defec! caused
by a deficency of superadequacCy In the
structure matenals. or design that cannot be
practically of economically comected
{Drstionary)

Indirect Costs

Expendiures of aliowances for fems ofhet
than labor and materals thal are NECESSETy
for construction, but are not typically part of
the construction contract Indirect costs may
fees financing costs and the interast pasd on
construction loans: (axes and the bulders of
deveioper's  al-risk  insurance  Oufing
construction, and marketing sales  and
lpase-up ocosts inCumed (o Bchieve
occupancy or sale (Detonary)

insurable Valua

The valus of an ssset of ssset group that is
coverad by an insurance policy, can be
estmated by Odeducting costs of non-
inswable Hems (eg isnd valuel fom
markel value (MVS)

interim Use

The lemporany use 10 whith a site of improved
propery i put unil i is ready to be put to its
future feghast and best use [ 13" Edifion)

Leased Fee Interest

A freehoid (ownership miereat] where he
possassory irdergst has been Qranied fo
another party by crealion of a contractusl
landiord-tenant refahonship (Dchonasy|

Leasehold Interest

The tenanl's posssssory interest crasted by a
lease (Detonary)

Legally Nonconforming Use

A use that was lawhilly establehed and
malntained but no longer conforms to the use
regulations of the curment zonng in the zone
where # 8 localed Sis0 known =8 a
grandfalhened use |Dactonary)

Market Study

A macioeconcmic BNalyais thal axamines the
peneral market conditions of supply demand
and pncng or the demogmphic of demand for
& specific area of propeity type A market
study may als0 incude analyses of
constructon and absorption frends. (13"
Ecition)

Marketability Study

A micosconomic Sludy il examines ha
markatablity of a given property or class of
properties.  ususlly focusing on the market
segrmaents in whech [he property s lkaely o
generate demand Marketabiity studes ae
usaful in determirng @ specific ghest and
best use testing development proposais. and
proecting an appropriate lenant mix (13"
Edition|



Valuation Glossary

Valuation & Advisory Services

CONTACT DETAILS

o o §T7 72024525
rix #) THO T30 3372

Cotiars Intematonal
5788 Armads Drve Suite
210 Cartebed CA §2008

www collen com

Markat Analysis

A process for axamining the dempnd for and
woply of & property type and Ta geograghec
markel wsa for that propery hype This
process s Sometimes referrad 1o A% A Use N
search of a ate. (13" Edton)

Market Area

The geographic or locational delinestion of the
market for & specific categoty of real estate
ia. the srea in which altematve mmiar
properties effectively compete wih e subject
proparty i the minds of probable polential
purchasers and users (13th Edition)

Market Rent

Tha most grobatés rend that a property should
bring in # competiive and opén markal
refiecting all condibons and resinciions of the
Iypcal isase agreement. including the rentsl
adjusiment and revaluation permitted uses
ute resinglions espeiss Oblgabons. lerm
conceasions. reneval and purchase opions.
and tenant improvernents (Thes) (1260 Ecdwan)

Market Value

The most probable price which & propery
should bring In & competitive and open
markst unded all conditions requisile to & tair
sale ihe buyer and seller sach acling
prudently snd knowledgeably. and Bssuming
tha price (s nol affected by undue stmulus
Impiicat in this defindion i (he consummation
of a sale as of a specified omte and the
passing of title from selier 10 buyer under
conditions whistebry

1 buyer and seller are typically motivated

2 bolh parties sre well infoimed o well
advwsad. and a3cUNg n whal they consider
thelt own best intesssty

3 a reasonable time s slowed for
exposure in the open markest.

4 payment i made in terma of cash in
US dollars o m teerme of financal
arrangemeants comparable thereto and

6 the price represents the normal
consideration for the propery soid
unaffacied by special o creslive financing o
sales concessions granied Dy anyone
associgted with the sale (Office of
Comptodler of the Currency (OCC) Title 12
of the Code of Federal Reguistion, Par 34,
Subpart C - Appraisals 34 42 (g). Office of
Thelt Supervison (OTS) 12 CFR 5842 (g
Thes i also compalible with the RTC. FDIC,
FRS and NCUA oefinitions of marke! valse )

Net Oparating Income (NOI)

Toe sctual or anlicpated nel wnoome fhat
remains after all operaling expenses ae
dgeducted from effective gross mcome. but
before mordgage debl service and book
depreciaion are  Oeducted Note This
definion mirrors the convenbon used in
corporale finance and business valuation for
EBITDA (eamings before interest tawes
depreciation. and amoriization) (Dictionary)

Obsolescence

One cause of depreciation an mpairment of
gesvabity and ussfuiness caused Dy new
iwentions. changes in deaign  improved
processes for production or external factors
that make a property kss desirable and
valuable for a continued use May be either
functional or sxiemal (Detionary)
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Off-site Conts

Costs mcumed i the development of &
project excluding Bciusl building construction
costs &g the cosls of stresis schewalks.
cuting traffic mgnals. and waler and sewer
mans &so called common costs of off-ale
improvermmnt cosfs. (Dactonary)

On-site Costs

Costs incurred for the actual consiructon of
buildings and impfovemants on & particuler
site (Dictionpry]
Overage Rant

Tha percentage rent pad over and above e
guavanized mimum et Of bese rent
calcuipted as a percentage of slles in ssmess
of 8 speciied bragheven sales volume (13"
Eistuyn)

Overall Capitalization Rate (OAR)

An income rate for & fotal resl properny infenest
that reflects the relatonship between 3 single
years nel operating INCOMe expeciancy and
the total propady price of valua (Dictionary)
Potentlal Gross Incoms (PGI)

The total incoma attributabie to real property
o full occupancy bafore vacancy and
operaling ewxpenses @e  deducied
[ Diictioary)

Potential Gross Income Multiplier (PGIM)

The rato betwean the sdals pnce (or valua) of
8 property and s annual potentisl gross
incoma (PGIM = V/PGI). (Dictsonary)
Present Value (PV)

The valus of a fubee payment or senes of
future peyments discounted 1o the cument
date of 1o e penod Dero (Dicinary|

Parking Ratio

The rabio of parking e of PATKING Spaces o
an aconomic or physcal unll of comparison
Mirpmium requered parking rabios for vanous
land uses ae oflen sialed i zonng
ordinances (Dcponary)

Proapective Opinion of Value

A value opison efiective 98 of a specfien
fute date  The tenm does not define a type of
vlu [nstead. i identifies a vslUE Opinon B8
effactive &l some specific fulure daste An
opmion of valus a8 of a prospective dete s
frequently sought In connechon with projcts
that are proposed under construction or
Unider convecmon 0 @ nes ysa. of those hal
hve nol acheevexd safiout or @ stabiiized evel
of long-term occupancy (Dwtonary)

Qualitative Analysis

The process of accounting for differences
(Buch Be between COMparable (ropertes and
the subject propaty) thal are not quantified,
may be combined wih quantitative analysis
(Ducticnary)

Quantitative Adjustmeant

In the saks comparnison approach. the prooess
of making numencal adustments 1o the sale
prices ol comparable properties INCILKING
data analysis lechniques (paired data
analysis. grouped data analyss  and
sEcoNOmy Oaly pralyss) ststelical analysis
grapnic Bnalysis tend analysis cost analysis
[cost-io-cure  deprecaied cosf),  and
capiplzaton ol rent dfferences Usumslly
praceces qualitative analyss (Dxchionarny)

Rentable Area

Tha smourt of space on whnch the rent is
based calclsted according 10 local practice
(Dichionary)
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Replacement Cost

The esiimated cosi b0 construct of curmant
prces as of the effecthve apprasal date &
substtute for the Dulking being appriised
using moderm matenals  and  Curment
standards. design and layout (13" Ecshon)

Reproduction Cost

The estmsied cost to consiruct at curment
prices as of the eflective date of the apprmssl
B st dupiicate of rephca o the tulding
beeng appravsed, uwng the same matensls
consttuction standards. demgn layoul and
qualty of workmanship and embodying 8l the
defoencies. BUDSTROSUBCIES and
obsolescence of the subject bullding (13h
Ecita)

Retrospective Value Opinion

A valus opinion efeciive s of a2 speciic
testonical dete The temm does nof define a
lype of value Instead @ oofines a value
opinion as Dewng effective ai some specific
prior date inclumon of s type of value with
this term is approprate e retrospective
market value opinion *{Dictiosary)

Sales Comparison Approach

The process of denving a value indication for
the subject propedty by CoMpamg siviar
properties (hal have recently sokd with the
property Deing Appraised,  identifying
SpPrOpnatE Units of COMpPanNson. and making
adjusiments 10 the sale prices (Of unil pnoes
as appropriate) of the comparable properties
based on relevant market-derved slements
of comparison The salss comparison
approach may be used to value mproved
propeties. vacant lend of land being
conmdeted as though vacani when an
adeguate supply of comparitie sES
available (13" Edibod)

Scope of Work

The type and axtan! of resssrch And

analysis n an pssignment Scope of work
inclugdes. but is not limited to

The s¥Br 10 WhCh the SIOpRety 18 sdentified

The exeni io which langible property &
ingpected

The type and extent of dala researched. and

The wpe and edent of analyss appied 0
arrive at opiniona of conclusions (USPAR)

Shopping Center Types

Community Centsr A shopping center of
100,000 to 450,000 square fent that usually
conimns ong junior gepanment siom, a
vanaty siore discouni of depanmant sipre
A community shopping center generally has
betwsan 20 and 7D reétail tensnts and a
marke! popuigtion support of 40000 to
150 000 people

Neightorhood Center The smaliest type of
shopping centsr. genarally with a gross
jeasable wea of bDetween 30000 and
100000 square fest Typical anchors
moutde supsrmahets and  phamacies
Neghborhood  shoppng  canfers  offer
convemence goods and personal sensces
and usually depend on & market population
support of 3 000 to 40 000 people

Powst Cenier A epe cenim of 500 000 o
2.0 milion square fest anchored by three o
more full-ine departmaent stores This typs of
center s typically supporied by a population
#rea of 300 000 people (13" Edtion)
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Shopping Center Types (cont.)

Begional Cenier A shopping cenier of
300,000 to 800,000 sguare fesl thal is buil
BoUNG DNE Or two full-line Depanment sores
of apprommately 200,000 square feel each
plus small tenant spaces This lype of center
s ftypically supported by A& minimum
population of 150 000 peopis

Superadequacy

An excess i the capecily or qualty of a
struciure o shruclural  component
defermined by markel  standards
{Onctronarty |

Surplus Land

Lang that 1s not currently needed 10 suppon
the sméting mprovement but cannot be
separpted from the property arid sold off
Surplus @nd does nod have an ndepandent
highest 8nd bes! use and may or may not
contribufe value 0 Ihe improved parcel
{Dictionary)

Tenanm improvements [Tis)

I Fined improvements 1o tha lang or
structures instaded Y01 use by » weses

2 Tha ofginai installation of finished lenan!
snace in & consttuchion pooject sublect 0
panodkc change for succesding lenants
{Dichonary)

Triple Net Lease

A leasa in which the enani assumes all
gxpenses (faed and vanable) of operating a
proparty excepl thal the landiord
responsipie  for  structural  mainienance.
bullding reserves. and managemani Also
celled NNN. nple el lease. or fully net
kipe (Ditionary)

Usable Area

The area that is actually used by Ihe tanants
measured from the inside of the extencor
walls 0 e maide of walls separating the
spaca from haliways and common aeas.
(Dictionary)

Useful Life

Tha parod of Wi over wivah & Stoachus of
# component of & property may reasonably
be sxpected 10 perform the function for
which it was designed. (Dichonary)

Vacancy and Collection Loss

A deduction from polentisl gross income
(PGI) made to reflect income deductions dus
io vacancies fenanl tumover, and non-
paymaen! of renf. aiso called vacancy and
crech Inss or vacancy and contingency loss
Chen vacancy and collsction loss i
sxpresasd as & percentage of potental
gross ncome and  shouwlg reflect e
competitive markel Ns treatment can differ
according 10 the intarest being appraised.
property type capitalizstion method and
whether the property & al  stabiized
occupancy |Dictionary)

Yield Capitalization

A method used 10 convert fulue benefits
ito present value by 1) dscounting each
future benefit st a0 spproposte yeld rate, o
2) developing an overall rate tha! expiicilly
réfiects the invesiment's income patiem
holding penod velue change and yheld rate
(Dictionany)
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BUSINESS EXPERIENCE PRIOR EXPERIENCE

Jergamy Walling ssrves as the Managing
Director for Collers Intenational Valuation &
Advisary Services in Chicagd liinois  His
axtingve Sxpanence N commemidl seal
estite s foCused On properies localed in the
Chicago meiropoldan area byl siso includes
asaty located (hvoughout linoés  Indiana
lowa. Mictigan, and Wisconmn

RAatal  assignments Have ranged from
freettanding retsil sloreés 10 SUperTegonal
shopping malls while intustnal sssignments
inchude  distribubion  warehouses  truck
lerminals.  and  manufactunng  facilites
Ofice assignmanis inciude high-nse CBD
bulldings low- to Mid-nse sublrtan offices
and medical ofMce buildings Residentinl
asgnmeanls incipoe resdential subdniBions
and  condominium  developments and
conversond Expenance with othar property
typed includes health club faciies
hospiaity properves senior iying faciibes
parking garages and vacant lend
Speciaiized real ssinle asegrments mclude
right-of-way progcts, vecalied radroad
comdors and fiber oplic cable sssamants

Clienis sérved inciude accountants
mvastment firma. law firme. lenders. priviite
cormorabions Lniveraitiag ocwl
MuraCipaities and  public  EQencies
including General Services  Admmistrtion
{GSA) and US Departmant of Housing and
Urban Deveiopmeant (HUD)

Oualified ps an experd wiiness in the Circun
Courts of Cook County and Wil County

Mr Waliing was formedy a Dwector st
integra Realty Resources in Chicago IL His
carear began In 180T as & real esiale
analyst with Michae! Lady Advisors

MEMBERSHIPS LICENSES AND
PROFESSIONAL AFFILIATIONS

Appraisasl instijuie MAI Designabon

Royal Instfute of Chanered Surveyors
MRICS Designalion

Chicago Chapier of Apprasal Institute
Board of Direciors. 2010-2012

APPRAISAL INSTITUTE COURSES
Succesafully compleled all courses and
sxperignts reguiramants 1o qualify for the
MA| designation Mr Walling was awarged
the designation ih 2006 ang has completed
the requiraments under the continuing
educaton program of (he Appradsal Institule
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ADN Center Chicago. IL (CBD Office)

Bosing Builging, Chwcago, IL (CBOD Office)
Buffingion Harpot. Gary. IN (Surpius Land and Harbor improvements)

Duksen Faderal Plars Ressvsiopment Prvect Crvcago L (CB0D Offce Retad and Vacant
Land)

Frankiin Point Development Site Chicago. IL (Residential Planned Development Site)
Motoroia Resesrch and Develgpmant Faciity Champaign IL (Ressarch Park)
Northern Trust Operations Center. Chicago. iL (Singis Tenant Office)

River East Arts Center. Chicago IL (Mred-Use Development Conversion) |
'S Postal Office. Canier Annss. Chicago, I, (CBD industrist | HBU Analysis)

300 8 Riverside. Chicago, IL (CBD Dffice)

Socal Security Regional Headguaners. Chicago, IL (Single Tenant Office)
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